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on F$LEX . 


TRADE MARK REGUTERED V. 5. PAT. OFF 


CASH IN ON THIS 
LOAD-BUILDER! 


$50 ALLOWANCE 


to your customers when they 
trade in old coffee making 
equipment on this $228.45, 8 
unit model Silex Glass Coffee 
Maker (gas or A.C. electric). 
Automatic hot water tank with 
thermostatic heat control pro- 
vides 190° water at high speed. 
Positive water shut-off assured 
with Solenoid valve. 


The more hotels, restaurants, and drug stores take 
vantage of this offer, the more load is added to y 
lines! Remind your customers to trade in for Silex w 
this offer lasts! Unit pictured and 8 other models lis 
offer a complete selection to cover every need. All mod 
with upper bowl handles ... Pyrex brand glass. Pate 
FREE with each trade-in Silex drainer, with cloth strainer held under spring t 
purchase . . . $1.50 Moldex sion, assures crystal clear coffee. Stainless steel ran 
upper bowl holder. except on lowest price models. Trade-in offer exp 
June 30th. 





Trade-In Offer Also Includes These Models 
Allowance on the purchase of 4 unit Allowance on the purchase of 3 unit 
$35 tank models. Carlton Electric or New models—Royal Electric or Fairmount 
Yorker Gas Models. Gas Models. 
Allowance on the purchase of 4 unit Allowance on the purchase of 2 unit 
models—Royal Electric or Fairmount models—Traymore Electric or Sinton 


Gas Models. Gas Models. 
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TRADE MARK REGISTERED U.S PAT OFF, 


THE SILEX COMPANY, DEPT. P-6, HARTFORD, CONN. 
Creators of the Glass Coffee Maker Industry 


List Prices From $17.45 to $228.45 
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BARBER Conversion BURNERS 
ve a Better Principle of Combustion 


The Barber method of burning gas provides for an auxili- 

ary air feed above the gas orifice in the jet tubes. As the 

pre-mixture leaves each pair of jets, a vacuum is thus 

created, drawing into the flame the additional air needed 
Hor perfect combustion on increased gas pressure. The Barber 
Jet principle develops a flame temperature of 1900° on atmos- 
pheric pressure, with a perfectly controlled super-efficient 
“scrubbing” flame action over the walls of the fire box. In thou- 
sands of installations, over a 20-year period, this combustion 
principle still stands unexcelled by any other method. Your 
reputation, in selling or sponsoring Barber Burners, is safe in 
the light of that unrivaled record. 


standard Models come in 8 
for round grates 12” to-34” 
ameter. There is also a wide 
of sizes for oblong grates. 
h round and oblong conver- 
burners now adjustable at 
of installation to fit com- 
tion chamber. No fire brick No. 324-B Barber Burner 
tefractory elements needed. 
timore Safety Pilot. Listed in 
. A. Directory of Approved 
bliances. Ask for Catalog and 
te List on Conversion Burn- 
for Furnaces and Boilers, 
ner Units for Gas Appliances, 


Gas Pressure Regulators. ng, = S No. 104-B 
w Barber Burner 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


® BARBERS?2%“¢BURNERS~ e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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No single development in the 


typewriter industry has ever 


achteved the instant success of... 


“MARGIN 


Wr MAGIC marcin, there is no 
more setting of margins by hand—no 
more hunting for margin stops! The 
operator merely positions the car- 
riage, flicks a little lever ... MAGIC 
Margin does the rest automatically. 
Give Royal’s New No. 1 
THE DESK TEST 

Copyright, 1939, Royal Typewriter 
Company, Inc., 2 Park Ave., New York. 


*Trade-mark 


JYAL more than ever 
World’s No. 1 Typewriter 
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Ee; New Deal has been compared by some 

its critics with the well- -meaning 
champion who springs on his horse and tries 
to dash off in every direction at once. But 
while there may be considerable weight to the 
witticism, it is hardly accurate. A horseman 
who tries to dash off in opposite directions 
gets nowhere; he remains where he is. 


On the other hand, there is very little ques- 
tion but that this Federal government of ours 
has undergone considerable change since 1932. 
And that very statement sums up the diffi- 
culty of penetrating the underlying pattern to 
the course of Washington events. It seems to 
be something like the weather, changing from 
day to day. 


Tuis vacillation, according to Washington 
observers, is the natural result of the con- 
tinual shifting in the controls of administra- 
tion policy. Or, in plainer words, the admin- 
istration’s attitude on various questions 
changes to the extent that the presidential 
advisers change—to the extent that one group 
may secure the President’s ear and another 
lose favor. One newspaper commentator put 
it neatly recently when he referred to the 


VICTOR F. LAWRENCE 


Public relations begin at home—and stay there 
if successful. 


(SEE Pace 846) 
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LOUISE C. MANN 


Long on national honor, but short 
on foreign exchange. 


(SEE Pace 837) 


Chile: 


“battle at the doghouse door,” which he de- 
scribed as a day in and day out tug of war 
between administration advisers to see which 
side would land in the doghouse and which 
would bask in the smiling though temporary 
sunlight of official favor. 


¥ 


i" this issue, HERBERT Corey, well-known 
Washington correspondent and author of 
numerous articles on business and politics, dis- 
cusses the effect of this constant “intriguing 
of palace Janizaries” upon the administration's 
relation with the utility industries. It is per- 
haps fair to say that the so-called Washington 
merry-go-round has never moved at such a 
giddy pace as it has in the realm of Federal 
policy towards utilities. 


> 


or the past five years, Victor F. LAWRENCE, 
F author of the article on public relations 
(beginning page 846) in this issue, has been 
delving into the reasons for customer atti- 
tudes toward the utility industry, in general, 
and the customers’ own operating company 


in particular. As a consultant in public rela- 
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J&L Boiler Tubes keep boilers working efficiently and economically because 
into every length of J & L seamless tubes is built an extra margin of strength 
and safety. There are no welds; therefore, there can be no failure at or near 
aweld — boilers stay on the job longer with fewer costly shut-downs. 

When replacements or repairs are necessary, J & L Boiler Tubes form easily, 
ll in faster and they “‘stay put.” Installations in power and manufacturing 
pants all over the country are proving that J & L Seamless Steel Boiler Tubes 
help make maintenance dollars go further. 

The next time you need boiler tubes, specify J & L Seamless. Make sure 
you get tubes that give you low installation cost and last longer. Write today 


fora copy of the J & L Seamless Steel Boiler Tube Bulletin. 


JONES & LAUGHLIN STEEL CORPORATION 


AMERICAN IRON AND STEEL WORKS 


PITTSBURGH, PENNSYLVANIA 


: J&L—PARTNER IN PROGRESS TO AMERICAN INDUSTR 
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8 PAGES WITH THE EDITORS (Continued) 


tions with Daniel Starch and Staff, of New 
York city, Mr. LAwRENCE has been striving to 
hit on some formula whereby a local utility 
company can be sure of winning friends, if 
not influencing people. 


In the course of his experience in making 
political and economic community analyses 
for a score of operating companies, this author 
has emerged with several original programs 
for improving public relations. His article in- 
cludes his deductions from door-to-door sur- 
veys conducted in representative communities 
from the Canadian border to Florida. 


THE trouble is not with service, it’s not with 
rates, he claims, but involves the popular fal- 
lacy from which most lines of American busi- 
ness are suffering today—that business is bad 
because it is big—that absentee ownership 
takes money away from the local community 
without giving anything in return. 


OnE solution for good public relations in 
the utility industry, he believes, is to show 
what these companies mean to the local com- 
munity—that they are not big intangibles con- 
trolled from Wall Street, but local units made 
up of local individuals, whose future depends 
on the prosperity of the areas their lines serve 
—and that they should let the public know 
what they are doing to promote the prosperity 
of those areas. 


Mr. LAWRENCE was born on Staten Island, 
N. Y. Instead of an Eastern college, he chose 
Coe College, Cedar Rapids, Iowa, and later 
the University of Iowa, because he wanted to 
see how people lived and did things in other 
sections of the country. He got his first door- 
bell contacts and a taste for finding out con- 
sumer attitudes by direct selling. He has 
written an employee training course and en- 
gaged in advertising and publicity work. 


¥ 


HORTLY after the distribution of this issue, 

the American Bar Association will meet 
for its sixty-second annual convention at the 
Palace Hotel in San Francisco, Calif. Doubt- 
less, the sessions of the association’s section 
on public utility law will witness the presenta- 
tion of some legal papers of considerable in- 
terest to those concerned with utility regula- 
tion. For the past five years the text of 
these papers has subsequently been published 
verbatim as an appendix to Pusiie Utinitirs 
ForTNIGHTLY. 


INCIDENTALLY, we present in this issue (page 
867) a somewhat tardy digest of similar papers 
on utility regulation which were presented at 
the session of the utility committee of the Na- 
tional Lawyers Guild at its Chicago conven- 
tion some months ago. 


¥ 


Te. seems to be an international spirit 
in the air these days. We see the business 
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HERRERT COREY 


Washington policies are often hatched in the 
salons of Georgetown. 


(SEE Pace 827) 


man and the farmer daily raising their eyes 
from the domestic scene of their appointed 
tasks to consider affairs abroad. Perhaps it 
is the impact of the numerous European 
crises, or the result of the recent visit of Their 
Britannic Majesties to the United States and 
Canada, or the interest aroused by the splen- 
did foreign exhibits at the world’s fairs in 
New York and San Francisco. Perhaps it is a 
combination of all three. 


At any rate, we felt the reflection of this 
cosmic urge when we read the manuscript re- 
cently sent to us by our foreign correspondent, 
Mrs. Louise C. Mann, which appears in this 
issue under the title of “More Power for 
Chile.”’ Mrs. Mann, who has previously 
written on the utility situation abroad for the 
ForTNIGHTLY, has represented the New York 
Journal of Commerce and other business 
publications during her recent trips to foreign 
countries. During her travels she has estab- 
lished numerous valuable international busi- 
ness contacts. From our latest dispatch, Mrs. 
MANN is now touring the Orient and we ex- 
pect to hear eventually about the troubled 
state of business affairs in the Far Fast. 


¥ 


MPORTANT decisions preprinted from Public 
Utilities Reports may be found in the back 
of this issue. 


THE next number of this magazine will be 
out July 6th. 
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oe in the SALE- 
ASTER is a complete 
prs a visual sales 
story that will guide your 
salesmen to more sales. 


N your constant quest for new sales material 
yoc've never yet seen any sales help with 
the strength cf the SALEMASTER. It com- 
bines everything your salesman needs at his 
point-of-sale. 
1. A visual presentation that will keep your salesmen on 
the track. 
—EMAS 2. A loose leaf catalog of your products—including if you 
oh T&p choose, full size 81/x11” photographs. 

3. An executive appearing, zipper closed, leather unit. 
VISUAL You can increase the effectiveness of the 207%-actual-point-of- 
sale-time, of your salesmen . . . cut the cost of preparing and 
Se, LIne printing catalogs and inexpensively keep them up to date... 
2 Yes, you can do these things with the SALEMASTER! Write to- 


1S MORE EFFECTIVE day for proof! 





[In thediforld of Tomorrow // 


Remington Rand Inc. 
LOOSE LEAF DIVISION - 
BUFFALO, NEW YORK BRANCHES EVERYWHERE 
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Vulcan Automatic Valve Operat- 
Head is an advanced development 
the high and ever increasing higher 
mure and temperature conditions 
countered in modern steam plants. 
pay is the keynote in design and 
t A piston valve steam 
ated thru a pilot valve provides 
tive operation—makes Vulcan 
omatic Heads the greatest step 
ad in Soot Blower Design in the 

1S years. 


WLCAN VALVE ASSEMBLY 


lan Valves of completely corrosion 
tant materials and stainless steels 
designed for immediate accessi- 
ty; they are so successfully de 
td that of thousands in use no 
of this type has ever failed in 
. Vulcan construction permits 
tation to every increase in pres- 
for modern boilers—no valve stems 
break—no opening or closing against 
m pressure—no regrinding of 
is ever required—valve packing 
timinated. All Vulcan Heads are 
bed with Vulcan pioneer Under 
m Supports which have eliminated 
age of elements. 


Lowest Cost?... NO! 
Highest Quality? 
emphatically YES! 


GLC 


SOOT BLOWERS 


—are built with but one object—to provide industry 
with the highest quality equipment of this type it is 
possible to build. Every steam plant offers new 
problems in soot removal—Vulcan Engineers have 
successfully solved thousands of such problems. 
Vulcan installations are soundly designed, individually 
designed to do their work efficiently and economically— 
to cut fuel costs and provide real savings 
in steam production. 








From the desks of design and layout 
engineers to drafting room to factory 
craftsmen and to field service, Vulcan 
personnel takes pride in providing a per- 
sonalized installation, built to exacting 
standards for long service and economical 
operation—backed by a record of lowest 
maintenance. Ask the Vulcan Engineer 
representative why Vulcan must build 
to highest standards only. 


VULCAN VALVE DETAIL 





lulcan Soot Blower Corporation * Dubois, Pa. 
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Former President, U. S. Chamber 
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Business executive. 
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Attorney General of the United 
States. 


J. Sranitey McLean 
Representative, Canadian Chamber 
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Joun W. Scorr 
Member, Federal Power Commis- 
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U. S. Representative from 
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Editorial Director, Gas Age. 
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Industrial News Review. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“If Congress has done nothing, or very little, it has 
also undone nothing.” 


¥ 


“The number of questions asked by the government 
ought to be cut down.” 


¥ 


“There is no scarcity of money. The only scarcity is 
of confidence in the future.” 


¥ 


“You've got to have better administration in govern- 
ment before you can have confidence.” 


¥ 


“It is a bitter but undeniable fact that our courts do 
not enjoy the unquestioned respect that they had a genera- 
tion or so ago.” 


¥ 


“No decade in history has been marked by so great an 
advance in the mutual understanding of capital and labor 
as the ten years since the onset of the depression.” 


¥ 


“Where private capital is unwilling or unable to make 
adequate utility services generally available, it is the 
responsibility of government to satisfy the need directly.” 


¥ 


“No matter what it costs private power companies to 
generate, transmit, and distribute electricity, they charge 
the ultimate consumers the same price—all the traffic will 
bear.” 


¥ 


“Business should recognize before it is too late that the 
inferiority complex which it has now developed is on the 
way to becoming one of the greatest threats to the na- 
tion’s life.” 


* 


“There is now every indication that the recent economy 
drive in Congress was made of the same stuff of which 
all economy drives in recent years have been made— 
ballyhoo and buck passing.” 


12 
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Short-Cut Keyboard eliminates Aas : 
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6910 SECOND BOULEVARD, DETROIT MICH. | sting and N ONE OPERATION =F 
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14 REMARKABLE REMARKS (Continued) 


Howarp BRUBAKER 
Writing in The New Yorker. 


Louis LupLow 


U.S. Representative from Indtana. 


James P. Pore 
Director, Tennessee Valley 
Authority. 


EpItorIAL STATEMENT 
The National Republican. 


James TrusLow ADAMS 
Writing in Barron’s. 


Pat HARRISON 
U. S. Senator from Mississippi. 


Tuomas N. McCarter 
Chairman of the Board, Public 
Service Corporation of New 
Jersey. 


Rosert A. TAFT 
U. S. Senator from Ohio. 


Owen D. YouNnG 
Chairman of the Board, General 
Electric Company. 
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“All doubt that television is here may now be dismissed, 
The young industry has become so firmly established that 
it has labor troubles.” 


* 


“Give business the assurance of a fair and reasonable 
profit, free from unnecessary governmental interference 
and the depression will soon be over.” 


¥ 


“The power program of the authority [TVA] is the 
only part of its work which has been severely criticized, 
and that has come principally, of course, from private 
power utilities; ...” 


* 


“Economy is a magic word. It can be used to praise 
or to condemn with equal facility. But when it is used 
as a synonym for lack of foresight, it has no place in the 
vocabulary of a provident nation.” 


¥ 


“In rhetoric or politics, when you wish to make people 
accept an argument or a line of action, it is an old trick 
to try to make them believe that there can be only one 
alternative, and that a worse one.” 


5 


“Frankness compels me to admit that the difficult task 
of retrenchment in government expenditures cannot be 
accomplished without the active interest, encouragement, 
and support of the citizens of this country.” 


¥ 


“From the beginning I charged myself with the respon- 
sibility of being a trustee to see that the public got fair 
rates; that our employees were fairly treated; and that 
our security holders, past and present, should receive a 
fair recompense and fair return. We have never lowered 
that banner.” 


¥ 


“T don't know how far the increase of government 
activity can go, but I feel convinced that 30 per cent is 
too high, and that if the government ever gets to the 
point where it is spending 50 per cent of the national 
income, private incentive will be so dead that we can look 
forward to a completely socialized state.” 


¥ 


“T should like to say in passing that in the political 
debates incident to the entrance of the Federal govern- 
ment into the field of regulation, there has been criticism 
of the incompetence not only of local regulating bodies, 
but frequently of state commissions. I should like to take 
the opportunity of saying here that by and large I think 
those criticisms are unfair and unwarranted.” 
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No. 15 of a Series 


ODERN STEAM GENERATING UNITS 


IOWA POWER & LIGHT COMPANY 


DES MOINES, IOWA 


Capacity—411,200 Ib. per hr. 
Design Pressure—1475 Ib. 
Total Steam Temperature—925F. 


the sectional elevation at the right 
hows a C-E Unit recently placed in 
peration at the Des Moines Plant of 
elowa Power & Light Company. 


his CE equipment includes a Type 
'§ Boiler, Water-Cooled Furnace, 
bowl Mills, Tangential Burners, 
flesco Superheater, Elesco Econo- 
mizer and Ljungstrom Air Heaters. 


fach of the three pulverizers supplies 
toal to one nozzle of each of the four 
burners, an arrangement which pro- 
vides maximum flexibility of burner 
control for variable load conditions. 
The furnace is of the dry bottom type. 


Many of the most notable steam generating 
wits of the present day have been designed 
by Combustion Engineering. They include 
seen of the nine units in the world which 
are capable of producing 1,000,000 Ib. of 
steam per hr.; also the boilers most recently 
installed in the world’s largest utility, indus- 
trial and central heating plants. 


C-E Products include all types of 


fy BOILERS © FURNACES © PULVERIZED FUEL EQUIPMENT © STOKERS ay 


SUPERHEATERS © ECONOMIZERS © AIR HEATERS 


COMBUSTION ENGINEERING 


COMBUSTION ENGINEERING COMPANY, INC.,. 200 MADISON AVENUE, NEW YORK, N. Y. 
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CR 
Kell J 


Free-acting, flexible assembly 
can’t bind, sag, warp or pull 
apart. More durable! 


All-steel curtain repels fire, 
defies wind, weather, and 
burglary. Protection plus! 


Because of its resilience, the 
door will absorb sharp im- 
pacts. More resistant! 


In case of accidental damage, 
it allows for economical re- 
pair, because slats can be eas- 
ily replaced. 


Kinnear originated the interlocking-slat type of K INNEAR 


rolling door--not merely because it was different, 

but because it was better, more durable, more economical. For 
in addition to the advantages outlined above, Kinnear Rolling 
Doors save maximum floor and wall space; they operate quickly, 
smoothly and easily the year around; they open completely 
out of the way, safe from damage;--and they’re more conven- 
ient from every standpoint! For any doorway, in old or new 
buildings, with motor or manual control. Send for the fully 
illustrated Kinnear Catalog TODAY! 


Offices and A gent.s in Prigcipatl Citees 


The KINNEAR Manufacturing Company 


2060-80 FIELDS AVE. COLUMBUS, OHIO 


Factories: Columbus, Ohio and San Francisco, Cal. 
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Alcoa Aluminum Channel 
Bus Bars Supply Power 
to Station Auxiliaries 


These Aluminum Compartments 
House 24,000-volt Buses 























Ask our engineers for assistance on your bus 
bar and enclosure problems. ALUMINUM CoMPANY 
or AMERICA, 2134 Gulf Bldg., Pittsburgh, Pa. 








The Detroit Edison Company employs Alumi- 
num enclosures for the high current buses 
and switching apparatus at Essex Switching 
Station and the Conners Creek plant. Because 
it is non-magnetic, Aluminum avoids the heat- 
ing effect of magnetic materials under similar 
conditions. Equipment housed in Aluminum 
carries heavier loads without overheating. 

Some bus bars at these stations are likewise 
Alcoa Aluminum. They provide high electrical 
conductivity, are light in weight and highly 
resistant to corrosion. 

Aluminum housings and bus bars are easily 
fabricated from standard structural materials, 
purchased from stock. Aluminum construction 
is strong and neat, and needs no protecuve 
coating of paint. Its lighter weight places less 
burden on supporting structures, thereby sim- 
plifying construction and reducing costs. 
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CUTTING{CORNERS ON COST 





An International Industrial wheel-type tractor with crane built around it—an example of how Internationals are read 
adapted to a@ wide variety of work. 


ECONOMY of International Industrial Trac- 
tors is proved in the rapidly growing demand for 
them by men who have had experience with a 
variety of tractor power. The example shown 
here is only one of the diversified applications 
of these tractors. The call for International’s 
economy, efficiency, and dependability increases 
every day. 


International Tractors are available in wheel 
and crawler types. There are five wheel tractors 


(gasoline and Diesel), and six TracTracTo 
(gasoline and Diesel), including the new 70 h, 
TD-18 Diesel TracTracTor. In this wide variet 
you will find the tractor to fit your jobs. See t 
nearby International industrial power dealer o 
Company-owned branch for detailed informatio 


INTERNATIONAL HARVESTER COMPANY 
(Incorporated) 
180 North Michigan Avenue Chicago, Illine 


INTERNATIONAL HARVESTER 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











Public Utilities Fortnightly 








3354 3351 








OOK OVER THIS GROUP of fine new “Eveready” on-the-job flash- 
lights, specially designed to meet the special needs of oil men 
and electricians. 


The new WATERPROOF Flashlights, 3354 and 3254, are completely 
covered, switch-and-all, with a soft rubber sleeve. Unbreakable 
lenses, chrome plated reflectors. Proof against hot wires, acids, 
gasoline, oil, alcohol, greases and dirt. 


The two and three cell general purpose Industrial Flashlights, 
3251 and 3351, have unbreakable lenses, hand-replaceable switches 
are cased in semi-hard rubber. Safe with “hot stuff.” Unaffected by 
water, oil, gasoline, alcohol, acids or dropping impact. No. 3258, 
the new Flexible Extension Flashlight, answers the demand for a 
safe light for inspecting moving machinery, railway journal boxes, 
drums, barrels, sounding pipes. 


NATIONAL CARBON COMPANY, INC. 


General Offices: New York, N. Y.; Branches: Chicago, San Francisco 
Unit of Union Carbide [jd and Carbon Corporation 
The word “Eveready” is the trade-mark of National Carbon Co., Inc. 








a 
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Tue AMOUNT 
spent by government 
for pump - priming 
each year since 1930 
equals the amount 
which went into ex- 
pansion of old indus- 
tries and development 
of new ones — each 
year from 1900 to 
1930. That is the 
principal reason why 
we still have an un- 
employment prob- 
lem! 


SPEND to create jobs? Spend 
to bring back prosperity? You 
bet—the more the better! 


But which kind of spending 
does the trick? Spending by gov- 
ernment—or spending by busi- 
ness? 


Take your own town for example. 
Which of these two kinds of spending 
would do it the most good: 


Money spent for a government 
project, desirable as it may seem to 
be—or money spent for a new factory? 
For a new public golf course—or for 
a new department store? 


Government spending creates jobs, 
yes—but only temporary jobs. When 
the new project is finished—up goes 
the “NO HELP WANTED” sign. 


But when the new factory or the new 
store is completed—that’s only the 
beginning. 


Up goes the sign “HELP WANTED” 
—permanent jobs for people who will 
spend their pay checks for homes, for 


800 MEN WANTED 
NEW FACTORY 
NOW OPEN 


food, for furnishings, for autos, for 
insurance—making more jobs some- 
where else for still more people. 


A man with an idea and a man with 
a dollar to invest run big risks at any 
time in the business world. But today, 
storm signals* are keeping ideas and 
money idle—‘“frozen’’ by political re- 
strictions on dollars-at-work, and even 
concern for the nation’s very solvency. 


So what? Just this: 


Tell your Congressman and Senator 
you want to see the brakes released 
on business enterprise. 


America needs less taxes and more 
jobs. 


What Helps Business Helps You! 


* Write for free pamphlet. 





This message is published by 


NATION’S BUSINESS 


—a monthly magazine edited in Washington, 
where business and politics meet. Established 
1912. 315,000 business men and women sub- 
scribe. Begin reading Nation’s Business now. 








The Faster Pace 
of 


Developments 


in 
Steam Generation 


The remarkable developments in steam generation that are taking 
place greatly emphasize the importance of not only the engineering, 
research, and manufacturing facilities but also the policies of the manu- 
facturer of steam-generating equipment. 


Steam pressures have risen; in one case 2500 pounds has been 
adopted for large-scale power production. Steam temperatures have 
risen to 950 F. In not much more than a single decade there have come 
into general use—direct firing of pulverized coal; water-cooled furnaces 
for dry or liquid-ash removal; fusion welding of boiler drums, with at- 
tendant effects upon boiler design; alloys for high-temperature steam; 
and improvements in steam quality and steam releases per unit of drum 
size, far in advance of prior achievements. These and other develop- 
ments are making possible improved arrangements of heating surfaces 
and new designs of boiler units to meet the increasingly exacting steam 
requirements of modern power plants. — 


In contrast with these great changes in boiler design and manu- 
facture, the two dominant policies of this Company are today the 
same as they have been for more than fifty years—to meet, and, 
whenever possible, anticipate the needs of those it serves—to merit 
the confidence of those who use its products. 


THE BABCOCK & WILCOX COMPANY 
85 LIBERTY ST. NEW YORK, N. Y. 
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DAVEY TREE TRIMMING SERVICE 


Davey Clears Lines 


e@ Economically 
@ Skillfully 
@ Quickly 
e With Safety 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 





Wilson, Herring and Eutsler's 


PUBLIC UTILITY 
REGULATION 
571 pages, $4.00 


IN analysis of the nature, extent, and problems of 

public utility regulation in the United States, 
ith emphasis upon the expanding role of the Federal 
Government in the regulation of public utilities, its 
ivities in undertaking power projects and _pro- 
moting rural electrification, and the issues involved 
in governmental ownerships. The well-rounded treat- 
ment and critical viewpoint will be of aid to all who 
tte interested in evaluating the present status of 
public utility regulation, its strengths, weaknesses, 
ind significance for privately-owned industry. 


Order from 


Public Utilities Reports, Inc. 
Munsey Bidg. Washington, D. C. 


a 
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AT THESE LOW RATES 


You Can Really Afford to Carry 
Ample Life Insurance Protection 


i for your 

i olicy that protects you 

Ponwnsemei of life.* It also has cash and 
loan values. Rates 








THIS low-cost policy cannot be issued in 
amounts less than $2,500. 


At age 35 a $10,000 policy costs you only 
$12.80 per month and will pay your benefi- 
ciary either $10,000 at your death or a 
monthly income for life. Write us for full 
details, stating age. Use the coupon below. 


More than $995,000,000 Insurance in Force 
THE LINCOLN NATIONAL LIFE 
INSURANCE COMPANY 


FORT WAYNE INDIANA 
ITS NAME INDICATES ITS CHARACTER 
* According to actuarial experience 


. THIS COUPON 
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ACCTS RECEIVABLE 


REVENUE ANALYS! 


Closer Con fool 


with this all-around accounting method 


The accuracy and speed of the International Electric Account- 
ing Method are proving ideal for all phases of public utility 
accounting work. By this modern method, entries are made as 
transactions occur. These entries are classified and reclassified 
mechanically, as often as necessary. No additional handling, post- 
ing or writing are required. 


At the close of each accounting period, operating reports are 
prepared automatically. Special reports and analyses are also pro- 
duced from the same media with accuracy and great speed. 


International Electric Accounting Machines will also prepare 
your Payroll, Pay Checks, Statements to Employees, Earnings 
Records, Federal O.A.B. Reports, and State Unemployment 
Compensation Reports. 


Be sure to see the interesting exhibits of International 
Business Machines at the New York World's Fair, and 
at the Golden Gate International Exposition. 


INTERNATIONAL BUSINES>) MACHINES CORPORATION 


World Headquarters Bullding ‘ll Branch Offices in Principal 
590 Madison Avenue, New York, N. Y. Cities of the World 
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HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier oi ig Company, Ltd. 


ERECTORS OF TRANSMISSION LINES 
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ROBERT A. BURROWS’ 


NEW 1939 
UTILITY CHART 


ELECTRIC LIGHT AND POWER e GAS e@ TRANSPORTATION 
WATER @ COMMUNICATIONS @ INVESTMENT COMPANIES 
ETC. 














@ Showing at a glance @ 


“INTER-RELATION AND CAPITALIZATION OF THE PRINCIPAL PUBLIC 
UTILITY HOLDING, OPERATING AND INVESTMENT COMPANIES 
AS OF JUNE 1, 1939” 


ALSO SERVICE AREA MAPS OF THE PRINCIPAL 
PUBLIC UTILITY SYSTEMS IN THE UNITED STATES 
(Chart Size—34” x 28”) 


An indispensable reference for @ Public Utility Executives @ Utility Supply 


Companies @ Banks ® Brokers @ Investment Counselors @ Trust and In- 


surance Companies ® Public Service Commissions @ Investors @ Or any one 


interested in any phase of the Public Utility Industry. 


e e PLEASE NOTE e e 


Chart is printed on 32-lb. high grade paper in ONE COLOR at $2 
per copy, or in NINE DISTINCTIVE COLORS at $3 per copy, postage 
prepaid. Colors used in bar graphs afford an excellent chart for fram- 
ing or desk top reference. 


If UNFOLDED MAILING is desired add 25c for special 3-ply mailing 


tube. 


QUANTITIES of ten or more copies, for complimentary distribution, 
at reduced prices, on request. 


€ 
Order from 


PUBLIC UTILITIES REPORTS, Ine. 
Munsey Bldg. Washington, D. C. 
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CABLE TESTING 


Many power companies 
are now contemplating pur- 
thases of new material for 
necessary expansion. Some 
of these purchases will in- 
tude high voltage cable. 


Checks of cable quality 
by E. T. L. at the factory 
are inexpensive and good 
insurance against trouble in 
the future. 


ELECTRICAL 
TESTING 
LABORATORIES 


it End Avenue and 793th Street 
New York, N. Y. 








USE RelE cenrrauzen SERVICE 


Use R.& I. E. centralized Service for the 
whole job — complete substation design 
and equipment. There is a big advantage 
in putting the entire problem under one 


responsibility. 


In R. & I. E., the Public Utilities have 
found engineering ability to cope with 
every outdoor and indoor switching prob- 
lem. Here are complete design and manu- 


facturing facilities under one roof. 


From the layout to the lines, R. & I. E. 
offers the benefit of twenty-five years ex- 


perience. 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 
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A Sensation 


. . « And equally sensational in the 
office or the store . . . anywhere cool 
comfort is desired. 


At last! Quiet, Safe, Draftless Ven- 
tilation! These powerful Kisco Cool 
Air Recirculators can be used any- 
where. 





The Cool, Low air is drawn up from 
the floor and distributed outward over 
a wide area, providing constant re- 
circulation. There are floor models, 
desk models, and ceiling fixtures to 
choose from. 








The Most Effective Cooling Device Ever Invented! 


Recirculates the cooler air at the floor level upward and outward in all directions § 

quickly, safely, without drafts or blasts. Everyone gets the benefit of the cool, 
natural breeze with the Kisco CIRCULAIR, and every CIRCULAIR is a genuine 
utility item. 


DEFINITE LOAD BUILDERS! 


The Complete Kisco Line of Tailor Made Ventilation 


New CIRCULAIR and Cool-CIRCLE-Ator units—Exhausters—Attic Ventilators. Built 
up to quality, sold on actual air deliveries instead of inches. Sizes from 16 to 42’, 
including direct motor and belt driven exhausters. Designed for effective, quiet 
air movement, ; 


"There's Money In Circulation For You" 


Write for your copy of this New Catalog Folder 


KISCO COMPANY, INC. 


39th & Chouteau St. Louis, Mo. 
Designers and Manufacturers of Cooling and Ventilating Equipment 


in the Bedroom 
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Rate Changes! 








FT SES 


THE ONE-STEP METHOD 


ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a consumption total accumulated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 











Continued rate changes—checking load-building activities— 
need for current customer usage data—all are reasons why 
many companies are using R & S ONE-STEP SERVICE for 
analyzing information required in productive rate making. 
Monthly or annual bill frequency tables now produced in a 
few days instead of weeks and months. 


Estimates promptly submitted. Such marked savings that analyses now can 
be carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Boston Chicago Detroit Montreal Toronto 
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The Truck Trend Proves lt... 


HEVROLET’S 
hassis 


the C 





American business and industry bought 
115,426 trucks in the first quarter of 1939— 
a gain of 19,769 over the same period of last 


Chevrolet’s gain over last year—exce 
ing the gain of all other makes combined 
due to two main factors: First, Chevrole 


year. That is a nice increase for the truck _ proved records of efficient transportation 


industry—20.7 per cent. 

American business and industry bought 
41,555 Chevrolet trucks in the first quarter 
of 1939—a gain of 9,892 units over last year. 
And that is a nice increase for Chevrolet— 
31.2 per cent. 


CHEVROLET MOTOR DIVISION, General 


lowest cost; and, second, Chevrolet’s 
larged line of models, making Chevre 
economy and excellence available in ma 
more truck operations than ever befo 
Now there are 45 models to choose from 
including one fitted to your needs. 


Motors Sales Corporation, DETROIT, MICHIGAN 


General Motors Instalment Plan—convenient, economical monthly payments. A General Motors Value. 


DESIGNED FOR THE LOAD 


eat POWERED FOR THE PUL 


/ CHEVROLET 


MASSIVE NEW SUPREMLINE TRUCK STYLING... COUPE-TYPE CABS... VASTLY IMPROVED VISIBILITY ¢ 


FAMQUS VALVE-IN-HEAD TRUCK ENGINE « PO 
Brake Equipment optional on Heavy Duty models 
Heavy Duty models only (2-Speed Axle op 


WERFUL HYDRAULIC TRUCK BRAKES (Vacuum-Power 
at additional cost) « FULL-FLOATING REAR AXLE on 


tional on Heavy Duty models at additional cost) 
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LEY STEAM GENERATING UNIT 


Installed in the plant of 


Central Illinois Light Company, Peoria, III. 
(Commonwealth & Southern Property) 





| 
8 ae Ml 


300,000 Ibs. steam per hour, 900 Ibs. pressure, 875° F. Steam Temperature 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


: _ BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEV ELAND DETROIT TACOMA 
$f. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


sr gsi STEAM GENERATING UNITS 


DOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
YULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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Known for their exceptional 


















dependability and long life 























Tl 
SEL 


ANvoNe consulting and operating engineers 
alike—men well qualified to select power 
plant equipment—the Exide-Chloride Battery's 
exceptional life, remarkable dependability and 
comparative freedom from maintenance is almost 
traditional. If proof were needed, it can be found 
in the large number of public utility and private 
industrial plants that depend upon Exide-Chlorides 
for every kind of stationary service. A complete 


Section of Manchester Positive description of this remarkable battery is con- 
Plate—one of the reasons for the . ° * ° 
Exide-Chloride's long life. tained in Bulletin 204; write for your copy. 


THE ELECTRIC STORAGE BATTERY COMPANY 


The World’s Largest Manufacturers of Storage Batteries for 
Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 








COMBINED METERS SANGAMO TYPE HV METER 


AND TIME-SWITCHES 


The Type HV instruments combine 
standard singlephase HF watthou 


meter with a synchronous motor time-#q__ 
They're hea 


New York \ 
modern pro 


switch—in various switching arrange- 


ments—supplied with or without two- 
going back 


rate register. Low cost installation and | ae 


TYPE HV-11-S-2 minimum space requirements make fM The Dol 
Robertshaw 
automatic | 
wa definit 


them desirable for metering and con- 
TYPE HV-11-A 





trolling off-peak loads. 


Modern Meters for Modern Load 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 
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They're hearing it now—those crowds that are flocking to the 
New York World’s Fair. They’re hearing the dramatic story of 
nodern progress in terms of the modern gas range. And they’re 
going back home determined to get their share of the World 
of Tomorrow — today. 

The Doll Theatre at the Fair is just one more means for 
Robertshaw to carry to the millions the stirring message of 
automatic heat control, to fix in their minds the Robertshaw dial 
a definite symbol of gas range excellence, to make it easier 
for you to sell Robertshaw- equipped ranges. 


ROBERTSHAW 
ERMOSTAT COMPANY 


YOUNGWOOD, PA 





“But, my dear, 
HOW do you 
FIND THE T-I-M-E?” 


“Why, I’ve a ROBOT 


working for me!” 


HELP YOUR SALESMEN!... Put this 
radically new kind of sales manual 
in their hands. We supply it FREE! 


“More Income’ is geared to today’s 

selling needs, marks an entirely new 

approach to gas range promotion, 

brings a wealth of new facts, new 

ideas, new methods to thesalesman’s 

finger-tips. Hardly off the press, 

“More Income’ has already evoked 
an amazing response, has brought 
enthusiastic cheers from even the 
most successful salesmen. Howmany 
copies do you need for your staff? 
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ELLIOT 
MOTOI 


serve Commonwealth 
Southern new plants 
extensions ... 


| 














22| T 

23| 
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The motors illustrated are }28) V 

rt of a total of 14 for th P : ‘ a 

ae rake eats of ior Boiler feed and circulating pumps, forced and : 
ern Indiana Gas & Electric duced draft fans, pulverizing mills and exhausters ” 
ae of Evepevitie. these are important units in any power plant agg | 

/ particularly so in the carefully engineered ng |30 I 





plants and plant extensions of an outstanding u 
ties system like Commonwealth and Southern. 





So when 84 Elliott motors in a wide range of ty 
and sizes (30 to 800 hp.) are selected for driving s 
units in these stations, it is certainly a sign of col 
dence in Elliott motor design. Thirteen of these un 
are 3600-r.p.m. motors rated at 500, 700 and 800 


electric Power Dept . Y, F 
Elllgen COMPRG oO nia eon 


Elliott Products include: TURBINE-GENERATORS « MECHANICAL DRIVE 
TURBINES * ENGINES * ENGINE-GENERATORS ¢ DEAERATING HEATERS 
CENTRIFUGAL BLOWERS + DESUPERHEATERS + FILTERS * VACUUM 
COOLING EQUIPMENT * CONDENSERS * MOTORS «* GENERATORS 
MOTOR-GENERATORS +¢ DEAERATORS «+ FEED-WATER HEATERS \emnemrar oa 
STEAM JET EJECTORS * TUBE CLEANERS ¢ SEPARATORS * STRAINERS 

GREASE EXTRACTORS ¢ NON-RETURN VALVES 
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q tg Utilities Advertising Association concludes annual convention, New York, N. Y.., 








Se 


{ Soc. for Promotion of Eng. Education ends meeting, State College, Pa., 1939. 
{ Washington Independent Telephone Association convenes, Everett, Wash., 1939. 





¥ Economics Conference for Engineers begins, Johnsonburg, N. J., 1939. 





{ American Bar Association will hold session, San Francisco, Calif., July 10-14, 1939. 








= 


q American Society for Testing Materials opens meeting, Atlantic City, N. J., 1939. 





7 


q rae raat Society of Mechanical Engineers will hold session, San Francisco, Calif., July 





Ls: gape Water Works Operators’ Association starts meeting, State College, Pa., 





{ Calif. Independent Telephone Association convenes, Santa Monica, Calif., 1939. 
{ Michigan Gas Association opens convention, Mackinac Island, Mich., 1939. 








q rear ace Telephone Association will hold convention, Lansing, Mich., July 
26, 27, 1939. 
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Y American Transit Association will hold ae convention, San Francisco 
and Los Angeles, Calif., August 9-16, 1939 





{ American Society of Civil Engineers will hold annual convention, San Francisco, Calif., 
July 26-28, 1939. 





q National Association of cea and Utilities Commissioners will hold meeting, Seattle, 
Wash., August 23-25, 1 

















S35. Society of Heating and Ventilating Engineers starts session, Mackinac Island, 
ic 














Tiepeteest Federation of Housing and Town P. ing starts ¢ tion, Stockholm, 
Sweden, 1939. 
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Beauteous Treasure Isle 


On the right, bordering the Lake of Nations, is 
Pacific House, theme building of the Pacific Basin area 
on Treasure Island, San Francisco Bay site of the 1939 
Golden Gate International Exposition which had tts 
W orld’s Fair Premiére on February 18th and 19th. In 
the background is the colorful Johore pavilion. 

—GoLpDEN GATE INTERNATIONAL EXPOSITION. 
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Intrigue in the Palace 


In spite of the machinations of the power bloc and the pretext 

of national defense as a reason for government extension of 

ownership and control, the truce between the government and 

the private electric utilities will not, in the opinion of the author, 

be broken, as both the government and the utility companies 
are keeping faith. 


By HERBERT COREY 


ington. They happen in every 

capital, of course. In the old days 
in Turkey a favorite who made a mis- 
take found a bowstring around his 
neck some frosty morning. In Japan 
the statesman who guesses wrong takes 
down the ancestral knife and goes west 
surrounded by his admiring family. 
Here in Washington the habit is mere- 
ly to beat down the ears of the erring 
friend. Nothing happens of a violent 
nature. By and by the gentleman who 
got off on the wrong foot resigns and 
goes home. If he has been fortunate 
though to get into a job that has been 


| 8 oem things happen in Wash- 


827 


hermetically sealed for seven years or 
so—like the ICC or the FCC—he 
ceases to get around as much as he 
used to get. Cocktail parties know him 
no more. He reminds one of Snooky. 

The morning papers of May 1, 1939, 
carried the story of Snooky under a 
New York date. Snooky was a cute 
little polecat, which had been thor- 
oughly domesticated. His little master 
and little mistress and their pretty 
young mother loved Snooky very dear- 
ly. He had never offended against the 
strictest code of propriety. He used to 
ride on the shoulders of his little 
friends, breathing softly into their 
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ears. They were so proud of him that 
they entered him in one of the Boys 
and Girls Pet shows which are com- 
mon in New York, and a pointer—a 
big, liver and white pointer, with soul- 
ful brown eyes—sniffed at Snooky. 

Snooky had hysterics. 

The incident has only a collateral re- 
lation to one of the numerous things 
which have been going on in Washing- 
ton lately. The story is worth the tell- 
ing, I think. Not so much because it 
has any real importance, for as far as 
I can see nothing is going to happen. 
The utility industry will not be harmed 
—as far as I can see—and the program 
for the national defense will not be 
impaired. But there is no doubt that the 
Washington snookies have been on the 
alert and that they are notably unstable 
animals. They might make trouble. 

The word might should be under- 
lined. 

No one knows what will happen, so 
far as the utilities are concerned. Their 
enemies have the ear of the President. 
The Corcoran-Cohen-Norris-Douglas- 
Henderson- Frank bloc has made 
trouble in other places. They might be 
able to extend that trouble to the utili- 
ties. I do not believe they will be, for 
these reasons: 


HOSE who know him best say the 

President is whole-heartedly sin- 
cere in his determination to put this 
country in a permanent state of de- 
fense. He may have been somewhat 
overemotional in his suggestion that 
dangers are just around the corner. He 
may have somewhat oversold himself 
on this. He is too human not to bear in 
mind that 1940 is not far away and 
his national defense program may then 
be an ace in the hole. But they say that 
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nothing counts with him like the de 
fense program. 

It would be badly crippled if the 
utilities were to be interfered with. 

On Capitol Hill they say that Con 
gress would not give the President the 
half billion or more dollars which the 
Cohens and the Corcorans and thei 
associates want to play with in an effort 
to seize control of the eastern utilities 
for the government. This is probabl 
accurate. Congress has been trying it 
best to gain a reputation for itself a 
economy-minded, in defiance of the un 
pleasant facts to be found in the appro- 
priation bills. But its extravagances 
have been confined to schemes that may 
have a harvest in votes in 1940, 

The indications are fairly clear that 
the country is getting tired of the pub- 
lic power bloc plans. Tennessee has be- 
latedly discovered that the TVA has 
mulcted the state in more than one mil- 
lion dollars in taxes annually and is 
making a pathetic effort to coax the 
TVA into making this sum good. Ne- 
braska takes the bicarb bottle down 
from the mantle piece whenever Nor- 
ris’ public power system is referred to. 
Various towns and cities have fought 
their way out of Mr. Ickes’ clinches 
and have refused to take the Federal 
money he has been trying to force on 
them for the building of municipal 
plants. 

For these and associated reasons it 
seems most unlikely that this latest 
intrigue in the palace will succeed. But 
it is worth telling about. 


HINK of President Roosevelt, if 
you will, as a man who carries an 
immense burden of work. Other Presi- 
dents have either broken down under 
similar burdens, or dodged them. Mr. 
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Roosevelt is in superb health. He has 
not evaded any problem. But he has 
delegated to others all the detail work 
possible. This delegation of toil has 
been obviously necessary. It is likewise 
obvious that he would not, if he knew, 
turn over a task to a man not in sym- 
pathy with the President’s line of 
thought. When that man presents the 
completed result of his work he will, in 
ninety-nine cases out of one hundred, 
present a solution with which the Presi- 
dent will agree, and bolster it with 
every ingenious argument he has found 
during his study. 

Every other President in recent his- 
tory has done the same thing. Certain- 
ly Hoover and Coolidge and Wilson 
and Taft resented the presentation by a 
delegate of a solution which ran con- 
trary to the presidential thought. That 
mental attitude is a part of the presi- 
dency. It is inevitable. 

President Roosevelt has differed 
from his predecessors in office in one 
principal facet. He has preserved a 
warmer and more intimate relation 
with the men to whom he has dele- 
gated jobs to be done than the others. 
He likes to be amused. A sour-faced 
caller rarely gets past the secretarial 
barrier twice in a row. He gets a kick 
out of kidding “Henny Penny” Mor- 
genthau, and Tommy Corcoran is The 
Cork more because he can beat lively 
tunes out of his ukulele than because 


of his quality as a statesman. The 
Cork has, in fact, made blunders in 
his contacts with Congress that would 
have gotten the bowstring for him in 
a more closely ordered palace society. 
Bob Jackson is lively and likable and 
Call-me-Bill Douglas has a fund of 
smoking-room stories. A long list 
might be appended. 

Every one of his intimates—barring 
Morgenthau—is a radical. Only the 
shades of pink differ. 


HEY found themselves, to their 
dismay, somewhat out of it when 
Mr. Roosevelt began seriously to con- 
sider the national defense program 
with reference to the utilities. He was 
in no mood to entertain any suggestion 
that did not tend toward the strength- 
ening of our manufacturing facilities 
in the eastern area, where most of the 
manufacturing is done. He learned 
that at the time of the Armistice the 
utilities were seriously overloaded. He 
knew that for one reason and another, 
one reason being the attitude of the ad- 
ministration, the utilities for the past 
six years have been unable to get the 
money needed for expansion and bet- 
terment. If a war strain were suddenly 
to be put upon them they might not, in 
certain sections, be equal to the emer- 
gency. 
He directed Assistant Secretary of 
War Louis Johnson to see to it that the 


& 


$100,000,000 for the purchase of privately owned utilities, 


q “. . Senator Norris asked the Senate to grant the TVA 


and the Senate did. Less than $45,000,000 will be needed 


for the TVA purchases of the Commonwealth & South- 
ern shares, and it is understood that the plan now is to extend 
the area of TVA operations into St. Louis, which is about 
140 miles northwest of the proposed Gilbertsville dam.” 
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utilities were made fit to meet any sud- 
den call upon them. 

Johnson is a good Democrat but he 
is not a radical. He had the confidence 
of business. His management of the 
procurement problem, with which was 
associated the giving of educational 
orders to manufacturers, to acquaint 
them with the needs they would be ex- 
pected to meet in the event of war, had 
been notably well handled. Through 
Johnson the administration arrived at 
a truce with the utilities. Utility lead- 
ers met representatives of the govern- 
ment on the power committee. They got 
along extremely well because they were 
interested in the one thing, making the 
utilities ready for action. 


N° one has said so, but it is a fair 
guess that no one on the com- 
mittee thought there was the slightest 


chance of war in which we might be 
involved. 

But all committee members realized 
that the government dared not take 
such a chance. Every previous war has 
found the United States floundering 
about like a goose in a mudhole. Mil- 
lions of dollars would have been saved 
if the Army and Navy had been kept 
in a state of readiness to get ready. No 
one has ever asked more than that. If 
they knew what tools they would need 
in war and where and how to get them 
—in a manner of speaking—nothing 
more could be asked. Johnson had been 
selected to put the Army into a state 
of preparedness because he knew what 
the Army wanted. When he resigned 
his captain’s commission after the 
Armistice he accompanied it by a docu- 
mented, detailed, devastating comment 
on AEF inefficiencies. President 
Roosevelt called him to Washington 
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because he knew what the Army 
needed. 

There is no space here to carry even 
a few of the 50,000 items the Army 
must have in the event of war. But one 
important need was the thorough 
patching up of the utilities. Johnson 
was able to assure the utility leaders on 
the power committee that the govern- 
ment would cooperate if they would 
cooperate. The government would not 
crack down, as Hugh Johnson used to 
say, unless the utilities were reluctant 
to do their share. The government 
wanted the electric plants in the eastern 


manu facturing area put in condition to § 


stand any war-strain that might come 
on them. If the transmission systems 
were not equal to the possible needs 
they were to be made equal. Where 
links were missing in the desired 
power network they were to be set in. 
By these means there would be no 
shortage of power anywhere in the 
eastern area, even if a plant here and 
there were bombed or sabotaged. 


HE utilities were assured fair play 
by the government. They would 
not be attacked and bedeviled as they 
had been for the past six years. Once 
assured of this they would have no 
difficulty in getting whatever money 
they needed in the market to bring 
their plants up to par. If they did meet 
with difficulty they were assured of 
government loans. If changes seemed 
necessary which could not be justified 
to stockholders because of potential 
earning capacity, the government 
would find a way of underwriting the 
costs. 
This was especially the case when 
the links needed to unite the eastern 
plants in one great power network were 
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President’s Attitude on Defense 


66 HOSE who know him best say the President 1s whole-heart- 
edly sincere in his determination to put this country in a per- 
manent state of defense. He may have been somewhat overemotional 


in his suggestion that dangers are just around the corner. . 


.. He ts 


too human not to bear in mind that 1940 is not far away and his na- 
tional defense program may then be an ace in the hole. But they say 
that nothing counts with him like the defense program.” 





considered. The mere thought of this 
network has been sufficient to send 
Senator Norris and his antipower as- 
sociates off in heaving spasms in the 
past. The utilities were themselves 
doubtful of the value of some of the 
suggested links, and also doubtful of 
their position under the interstate com- 
merce laws if they were to build them. 
The government agreed to build these 
links where needed and where and 
when the utilities doubted the advis- 
ability of building for themselves. This 
isthe merest sketch of the understand- 
ing between the government and the 
utilities through Johnson’s power com- 
mittee, but one thing should be empha- 
sized. So far as has been demonstrated, 
perfect good faith has been shown on 
both sides in the power committee. 


O UTSIDE of that power committee— 
the one responsible body in the 
national defense-utility situation and 
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only to be overruled by the President 
—things have happened which have 
given the leaders of the utility interests 
reason to fear that the truce may be 
broken at any moment. I am going 
way out on a limb with the statement 
that I do not believe it will be broken. 
I am confident that the utilities will not 
again be attacked by the present admin- 
istration, in such a way as in any way 
to impair or impede the defense pro- 
gram. I am sure that both sides are 
keeping faith. Utility leaders who 
think they see a New Deal Indian be- 
hind every bush may be reassured. 
Many things may happen which the 
utilities may not like. But so far as the 
terms of the power-defense agree- 
ment are concerned, I am sure they will 
be kept. 

But there has been a desperate effort 
to intrigue against it, by some of the 
men the President likes most and lis- 
tens to most willingly. 
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The word “intrigue” is used rather 
than the word “plot,” as more accu- 
rately descriptive of what has been go- 
ing on. A plot suggests a tightly woven 
organization and a close - webbed 
scheme, but an intrigue may be a rather 
loose association in which all the mem- 
bers agree as to the ends desired but 
do not codrdinate on the means. All the 
eunuchs in an old style harem might 
wish to keep the current Caliph well 
and happy, and yet each eunuch might 
have his own candidate for the post of 
favorite. I do not suggest that any one 
of the palace Black Shirts feared that 
their joint machinations might possi- 
bly cripple the President’s scheme of 
national defense. I will go farther. It 
is entirely possible that they believed 
that if they had their way, that scheme 
would be strengthened and improved. 


Lipa extraordinary fact—the very 
extraordinary fact — is that they 
seem to have been willing to break 
through the President’s own pledge in 
order to have their way with the utili- 
ties. 

What they planned to do, briefly, 
was to gain control of the key utilities 
in the eastern district, from Milwaukee 
on the north to Birmingham on the 
south, and reaching out fish-hook fash- 
ion to Chicago and St. Louis. There 
were at least half a dozen plans sug- 
gested, which seems to be an evidence 
that the intriguers were not closely 
knit. One of them involves a proposi- 
tion to try again to breathe life into 
the Passamaquoddy project, which was 
once abandoned as futile and ridicu- 
lous after some millions of dollars had 
been spent. 

Another has as its backbone a 
scheme for linking the government’s 
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western hydroelectric projects in one 
huge transmission net. Now that the 
government has several hundred mil- 
lion dollars in them their promoters 
are admitting, what everyone has 
known, that these plants not only 
would not be useful at the outbreak of 
war, but would even handicap the na- 
tional effort. A demand would certain- 
ly be made to put them to work and as 
they are at a distance from either raw 
material sources or manufacturies it 
would be necessary to transmit the 
power. This would be a drain on the 
nation at the very time that its every 
energy should be used in other direc- 
tions. 


gum another plan centers upon a 
half-billion dollar appropriation 


which Congress may be asked to grant. § 


The plan is to allege that the utilities 
are not making the progress they 
should make with their modernization- 
cum-expansion program and that it has 
become necessary to turn this program 
over to representatives of the govern- 
ment. With half a billion dollars an- 
other new bureaucracy could be built 
up. This sum would not, of course, per- 
mit the outright purchase of the im- 
mensely valuable properties involved, 
but there might be talk of expropria- 
tion after the Mexican fashion and 
ruthless competition after the style set 
in the TVA, until the utilities would 
be ready to surrender. The public 
would be asked to invest in the new 
securities “guaranteed by the govern- 
ment” and assured that under the 
benevolent direction of the bureaucrats 
the utilities would pay profits. The 
story goes that Ickes is to handle the 
money. No proof of it, as yet. 

These plans are offered only as sam- 
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ples. I can find no reason to believe that 
Congress will give the half-billion dol- 
lars the Black Shirts want. I have been 
unable to find any support for the 
theory that the President is friendly to 
this disruptive program. All of my in- 
formation is to the contrary. Unless 
he accepts it, all the subterranean bor- 
ings will be useless. It is true that if we 
were to be engaged in a war and need 
were found to coordinate the energies 
of the eastern utilities, they would be 
taken into government control. Army 
and Navy officers would presumably 
be stationed at the key plants and the 
general and admiral in command of 
procurement at Washington would 
direct them. 


uT nothing will be done along that 

line unless there is a war. The 
Army and Navy have been very definite 
in declining to further any plan that 
might interfere with the present man- 
agement of the utilities. They would 
not, in fact, plan to interfere with the 
plants even if there were a war. Officers 
would be stationed at such plants for 
the simplification of operations, as 
channels through which the staff de- 
sires could be channeled. The Army 
and Navy have warned against the in- 
trusion of antiutility politics at this 
time. 


Congress did not weaken under 
the war-scare, although it was com- 
petently pumped up by some of our best 
pumpers. Congress has granted the ad- 
ministration all the money it has asked 
for to put our defenses in order. The 
theory is that they should be kept in 
order as long as the world is breaking 
out in scarlet pimples every few 
minutes. But it did not favor amateur 
interference with the power-defense 
plans. 

Let me again repeat my personal 
conviction that the utilities will not be 
disturbed by the intriguers. That is 
based on the highest and most un- 
selfish authority available. One of the 
facts in the situation, of course, is that 
some of the intriguers have the ear of 
the President. Another fact is that 
some of the finest intriguers ever in 
Washington have had that ear from 
time to time and have been brushed off. 
Intrigue always flourishes in Wash- 
ington. The only difference between 
the intrigues of 1938-39 and those of 
other years is in the setting. Merely 
because a comic opera plot with a tragic 
story has been on the boards here does 
not mean that the cast of characters 
will succeed in getting away with any- 
thing. 

But it has been swell work, con- 
sidered only for its value as a spectacle. 


e 


blowing is to be found in the proceedings against the Union 


q “OnE of the signs which show which way the SEC wind is 


Electric Company of St. Louis. The company was accused 
of making illegal contributions to political parties. Ordi- 
narily such accusations are brought before the state regula- 
tory body, but the Washington plan seems to be to get such 
national prominence from ahearing by the SEC that the feel- 
ing against the privately owned utilities will be intensified.” 
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D OUGLAS was shifted from the SEC 

to the Supreme Court. As an 
SEC member Douglas had been rated 
as radical. He called himself a liberal. 
Business generally thought of him as a 
fairly severe judge, but a fair judge. 
But just before he was stepped up to 
the court he surprised everyone by the 
violence of his comments on certain 
business men and business practices. 
He had, apparently, changed his tone 
before going to the court. In politics 
changes of that kind are usually re- 
garded as significant. Leon Hender- 
son, who succeeded him on the SEC, 
is eminently radical, voluble, and ener- 
getic. He is not highly regarded as an 
economist, but as a hell-raiser he has 
his points. 

This gives the radicals a 3-to-2 ma- 
jority in the SEC. Beneath the com- 
mission itself several subordinates 
have been changed. The newcomers 
belong to that group vaguely and per- 
haps inaccurately known as antibusi- 
ness. Any commission must rely on its 
subordinates for the papers in the cases 
and biased men can swing the action of 
even the most impartial commission. 
Rightly or wrongly, business has felt 
that the SEC is swinging to a hostile 
position. The SEC could so hamper 
the utilities in their attempts to get 
money in the market that they would be 
helpless. Then the intriguers could 
say to Congress and the President : 

“The utilities had the chance to get 
the money and clean up. They did not 
do anything of the sort. The govern- 
ment must take over.”’ 


O NE of the signs which show which 
way the SEC wind is blowing is 
to be found in the proceedings against 
the Union Electric Company of St. 
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Louis. The company was accused of 
making illegal contributions to political 
parties. Ordinarily such accusations 
are brought before the state regulatory 
body, but the Washington plan seems 
to be to get such national prominence 
from a hearing by the SEC that the 
feeling against the privately owned 
utilities will be intensified. Along with 
this Senator Norris asked the Senate 


to grant the TVA $100,000,000 for| 


the purchase of privately owned utili- 
ties, and the Senate did. Less than 
$45,000,000 will be needed for the 
TVA purchases of the Commonwealth 
& Southern shares, and it is under- 
stood that the plan now is to extend the 
area of TVA operations into St. Louis, 
which is about 140 miles northwest of 
the proposed Gilbertsville dam. 

The FPC’s majority has_ been 


operating along the same line. A re-j 


cent report stresses ten cases of major 
breakdowns in the utilities, and a com- 
ment on the effect upon interstate com- 
merce and Federal activities is almost 
directly to the effect that the Federal 
government cannot put up with such 
slipshod methods. The National Re- 
sources Committee, which has been 
conducting a blameless but almost 
noiseless existence, has been trans- 
ferred to the White House under the 
new reorganization law. At any mo- 
ment it may offer a new plan for the 
national defense, which almost cer- 
tainly would impinge upon the utili- 
ties at some point. The National 
Emergency Council, too, which had 


been dead as Louis the Fourteenth, | 


has been revamped as a fancy press 
agency by Lowell Mellett and has been 
transferred to the White House. 
Mellett may become one of the six 
noiseless secretaries provided for in the 
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yw. A number of similar instances 
might be cited, all of which have a 
certain significance. 


n top of all is the constantly re- 
0 peated rumor that Assistant 
Secretary of War Johnson is to be dis- 
placed. 

So far as I have been able to dis- 
cover there is no bit of truth in that 
story. It is assumed by those who know 
Mr. Johnson that he would resign if 
the national defense program were in- 
terfered with and the fact that he has 
not resigned is taken as evidence that 
ithas not been and will not be touched. 
Coincidentally, much was made of the 
fact that Assistant Secretary of Com- 
A merce Richard C. Patterson and As- 
sistant Secretary Robert E. Woods of 
Chicago resigned their posts. No defi- 
nite significance is to be attached to 


either action. Patterson has not been 
happy for a long time, and General 
Woods felt he had not been getting 
anywhere with Secretary Hopkins. 
Under Secretary of the Treasury John 
W. Hanes may step out at any moment 
because he does not like the way the 
tax matter has been dealt with. But 
these facts have nothing to do with the 
President’s attitude toward the utilities 
or the truce reached with them. 

So far as I can discover ail is serene. 

But I would not go so far as to sug- 
gest, as I did in the first paragraph of 
this piece, that any one of the anti- 
utility intriguers will in fact get his 
ears beaten down. The President looks 
on most of them as amusing and valu- 
able. If they really got in his way and 
spoiled his defense-power program he 
might slap ’em around. But I do not 
think they will. 





The Impact of Power upon Civilization 


CC] IFE seems to remain static for thousands of years and then to shoot 

forward with amazing speed. The last century has been one of those 
periods of extraordinary change, the most amazing in human history. If 
you ask me to put into one sentence the cause of that recent rapid and 
enormous change, I should reply it is found in the discovery and utiliza- 
tion of the means by which heat energy can be made to do man’s work for 
him. The key to the whole development is found in the use of power 
machines, and it is a most significant statistical fact that the standard 
of living in the various countries of the world follows closely the order 
in which so-called labor-saving devices have been most widely put into use.” 
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—Rosert A. MILLIKAN, 
President, California Institute of 
Technology (N. P.’23, Physics). 
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More Power for Chile 


Notwithstanding a definite trend 


toward state 


socialism in the territory of our South American 

neighbor, a foreign utility company is building a 

new electric plant there. Assurances of full guaran- 

ties to foreign capital—economic developments and 
social problems of the country. 


By LOUISE C. MANN 


FOREIGN public utility company 
A is building a new power plant 
in Chile! Ten years ago this 
would not have been news; today it is 
a sensation. Brazil and Mexico have 
prohibited the granting of new hydro- 
electric power concessions to foreign 
capital; the Argentine has in certain 
places discouraged private utility ex- 
pansion by fostering municipal com- 
petition, as has the United States; but 
the government of Chile has actually 
engineered the construction of a new 
power plant. The Chilean government 
has also reserved the right to buy out 
the whole company at a fair price if 
sufficient funds should ever be avail- 
able. 

It may therefore be deduced that 
Chile has embarked upon a construc- 
tive power program, which is divided 
into two parts: the provision of' a 
JUNE 22, 1939 


plentiful supply of electric energy for 
Chile, and the socialization of the 
services. The idea originated in 1931 
under the Nazi President, Carlos 
Ibanez; some features were carried out 
by Gustavo Ross, conservative Finance 
Minister under President Arturo Ales- 
sandri; and the statements issued by 
President Pedro Aguirre Cerda, the 
Popular Front candidate, would seem 
to indicate no important departure 
from this policy. 


The victory at the polls of the Popu- § 


lar Front caused a mild sensation, and 
Chile bonds dropped three points on 
the New York Stock Exchange. 
Sefior Aguirre Cerda immediately is- 
sued the following statement in re- 
gard to foreign capital: 

“Foreign capital will have, as ever, 
full guaranties. One of the principal 
endeavors of the government will be 
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MORE POWER FOR CHILE 


(0 foster production with the help of 
capital. I shall establish a stable co- 
speration between capital and labor, 
based on cordial understanding.” 

Since Chile has had a definite trend 
toward state socialism for some years, 
the President has merely to carry on 
instead of making startling innova- 
tions. The government has interfered 
so extensively in industry, economics, 
and social conditions, that it is difficult 
to separate politics from geography. 


ees the standpoint of natural re- 
sources, Chile should have an 
abundant fuel supply. She has abun- 
dant waterfalls for the production of 
hydroelectric power, particularly in 
the South. She had been self-sufficient 
in coal until 1938, when the supply 
became inadequate, owing not to lack 
of coal, but to a combination of in- 
creased business activity plus lack of 
capital for further development. She 
is geologically constituted for the pro- 
duction of oil; but no oil has yet been 
produced because it was felt that oil 
production should be reserved for the 
Chilean government. 

If Chile, therefore, has no oil and 
insufficient coal, she must have elec- 
tricity. Most of the power generated 
in the country is hydroelectric, except 
in the North, where it never rains. In 
the South it rains “thirteen months in 
the year”; but the majority of the 
population reside inconsiderately in the 
middle section of the country. As far 
as the weather is concerned, however, 
the summer dry season causes no in- 
convenience, because the melting of 
the eternal snows on the mountains 
provides sufficient water power ; on the 
other hand, the minimum water flow 
occurs during the winter months owing 
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to the freezing of the streams in the 
higher altitudes. There has been some 
talk of running electricity up from the 
South to provide power for the trams. 

The principal electric power and 
tramways in Chile are owned and 
operated by the American & Foreign 
Power Company through the South 
American Power Company, which 
controls the Compania Chilena de 
Electricidad, Ltd., and some other 
companies. The territory served com- 
prises the central populous area, in- 
cluding Santiago and Valparaiso, and 
extending as far south as Valdivia. 
Other cities served are Limache, San 
Felipe, Los Andes, Florida, and Vol- 
can. In 1936 this company served a 
total of 38 communities, with a popula- 
tion of 1,201,000, and had 124,728 
customers. The installed generating 
capacity was 115,299 kilowatts, and the 
output for the year was 374,767,000 
kilowatt hours. 


| ‘HE remaining sections of Chile 
are served by small local com- 
panies and by a Swiss corporation, the 


Societé Generale pour 1’Industrie 
Electrique, which has recently acquired 
the Chilean interests of the South 
American Utilities Corporation. This 
latter had properties in the provinces 
of Antofagasto, Talca, Curico, and 
Linares in the North, and part of 
Magallanes in the South. In 1930 they 
had an installed capacity of 7,827 
horsepower, and served 10,566 con- 
sumers out of a population of 109,000. 

International Telephone & Tele- 
graph has an estimated investment in 
Chile of $12,500,000, including All 
America Cables. It controls the tele- 
phones through its subsidiary, the 
Chile Telephone Company. The 
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Transandine telephone cable to the 
Argentine is the highest international 
telephone line in the world, rising to an 
altitude of 13,000 feet. 

Electric power, telephone, and tram 
companies have all been adversely af- 
fected by the currency inflation in 
Chile, because rates could not be raised 
while the peso dropped from a par of 
12.17 cents to 4 cents U. S. currency, 
which it is at present. The tram fare 
is the lowest in the world, being only 
20 centavos or the equivalent of 8 mills 
U. S. currency. 

At the time that American & For- 
eign Power bought out the Chilean 
properties of the English company, 
Whitehall Investments, Ltd., in 1929, 
Chile was one of the most prosperous 
countries in South America, owing 
principally to nitrate. When the great 
depression started, however, the Chil- 
ean nitrate industry went the way of 
Brazilian coffee, East Indian rubber, 
and North American cotton. The Ger- 
mans invented a cheap synthetic ni- 
trate and Chilean economy crumbled 
in the dust. Although a new Chile is 
rising from the ruins of the old, the 
former prosperity has not yet been ap- 
proached. 


HE franchise under which the Cia. 
Chilena de Electricidad, Ltd., is 
operating provides for rate revisions at 
10-year intervals. At the time of the 


e 


franchise of 1931, the Chilean peso was 
still selling near par, the annual aver- 
age being 12.06 cents. By 1933, how- 
ever, it had dropped to 7.67 cents. This 
drop in the exchange value of the peso 
increased the cost of living substan- 
tially, and therefore a presidential de- 
cree was issued allowing the company 
to increase its rates with the proviso 
that the major part of such increase 
be paid to the employees through sal- 
ary increases. 

The franchise of March, 1931, isa 
90-year concession, in which the gov- 
ernment reserves the right to purchase 
the properties during this time at their 
fair value, plus a premium of 20 per 


cent initially, and at reduced premium | 


rates at later dates according to the 
period of the contract which may have 
expired at the time of any purchase. 
This contract is the Chilean idea of 
expropriation, which is quite different 
from the Mexican practice. While in 
1931 the electric company may have 
been a good investment, at present it is 
not making money, although it is cov- 
ering its bond interest. Interest rates 
have been scaled down, but the peso de- 
preciated in a greater ratio; yet the 
government still considers it would bea 
good idea to take over the company 
as part of the social program. 

The question of actual purchase is 
so remote that it need not be discussed. 
The estimated Chilean budget for 1939 


been adversely affected by the currency inflation in Chile, be- 


q “ELECTRIC power, telephone, and tram companies have all 


cause rates could not be raised while the peso dropped froma 
par of 12.17 cents to 4 cents U. S. currency, which it is at 
present. The tram fare is the lowest in the world, being only 
20 centavos or the equivalent of 8 mills U. S. currency.” 
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MORE POWER FOR CHILE 


isonly $65,000,000, not including spe- 
cal funds which are already earmarked 
for expenditure, such as the tax on the 
profits of copper, nitrate, and iodine, 
which is applied to the external debt 
($14,000,000 in 1938 and $6,000,000 
in 1939) and the profit from the sale 
of exchange which goes for the pur- 
chase of armament. The President is 
aithorized to spend $50,000,000 over 
a 10-year period for this purpose. 
This money is obtained by buying ex- 
change from the copper companies at 
19.37 pesos to the dollar and selling 
it for export drafts at 25 pesos to the 
dollar. Receipts from the inheritance 
tax have to be used for the construc- 
tion of schools. 


HERE is the difficulty not only of 

the lack of money but of the lack 
of foreign exchange, the principal sup- 
@ ply of which comes from the exports of 
the copper companies. In February, 
3 1938, imports of automobiles and 
radios were restricted. There is no as- 
surance that exchange will be granted 
for the remittance of either dividends 
or interest. 

It is evident, therefore, that Chile 
lacks both the capital and the exchange 
necessary to purchase the Cia. Chilena. 
On the other hand, the desire to do so 
remains, and has partially shaped the 
policy of the government toward the 
power company. 

In 1931, it was recognized that a 
shortage of power might develop, and 
elaborate plans were formulated for the 
enlargement of the power system. The 
Cia. Chilena was to construct a thermal 
plant at Laguna Verde in order to con- 
sume Chilean coal. The depression 
reached Chile in 1932, however, with 
the result the power demand declined. 
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In 1935 the Chilean government 
seized the occasion of a lawsuit over the 
purchase of exchange to begin the na- 
tionalization of the Cia. Chilena. A 
Chilean president and board of direc- 
tors were installed, following the prac- 
tice in other Latin American countries. 
Of the seven Chileans required to be on 
the board of directors, one each was to 
be chosen by the government, by the 
Banco Central de Chile, by the San- 
tiago Chamber of Commerce, and by 
the Valparaiso Chamber of Commerce. 

According to the Ross-Calder agree- 
ment, entered into on November 20, 
1935, by Finance Minister Gustavo 
Ross and Curtis E. Calder, president 
of the South American Power Com- 
pany, most of the bond interest and pre- 
ferred stock dividends were reduced to 
5 per cent. Provision was made for 
amortization of 1 per cent, and for re- 
serve of 20 per cent of net revenues be- 
fore the payment of bond interest, for 
replacement, improvement, and ex- 
pansion. 


O' the remaining profits, one-third 
was to go to the common shares, 
one-third to the state, and one-third to 
the consumers in the form of rate re- 
ductions. 

The company was to begin immedi- 
ate construction of the Laguna Verde 
steam-electric plant, with a generating 
capacity of 22,500 kilowatts and an in- 
vestment of approximately 30,000,000 
pesos. 

The government guaranteed all nec- 
essary exchange permits for the impor- 
tation of materials and supplies and the 
transfer of funds for return on invest- 
ment. 

The Chilean who was elected presi- 
dent of the company is Ernesto Barros 
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Natural Resources in Chile 


wid) | Byer the standpoint of natural resources, 

Chile should have an abundant fuel supply. 
She has abundant waterfalls for the production of 
hydroelectric power, particularly in the South. She 
had been self-sufficient in coal until 1938, when 
the supply became inadequate, owing not to lack of 
coal, but to a combination of increased business 
activity plus lack of capital for further develop- 
ment. She is geologically constituted for the pro- 
duction of oil; but no oil has yet been produced 
because it was felt that oil production should be 
reserved for the Chilean government.” 





Jarpa, former Minister of Foreign Af- 
fairs, distinguished lawyer, and social- 
ly prominent in Santiago. 

Actual construction at Laguna 
Verde was begun in 1937. In the mean- 
time, an acute shortage of electricity 
developed in Valparaiso during the 
winter, and street lighting had to be 
curtailed for an hour a day. The 
Laguna Verde plant, which is due to be 
finished this year, is approximately 15 
kilometers from Valparaiso. It will tie 
in at the Miraflores substation at Vifia 
del Mar. 

While Cia. Chilena may have pre- 
ferred to build a hydroelectric station, 
the politicians thought it would be nice 
for the plant to consume Chilean coal. 
However, in May, 1938, when the plant 
was nearly completed, the supply of 
Chilean coal became inadequate. The 
state railways have the first claim, and 
then certain manufacturers which are 
under contract. In the emergency a 
movement was started for the tariff on 
imported coal to be removed so that 
the wheels of industry could be kept 
turning. Could this emergency have 
been foreseen, the company might have 
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considered an oil-burning station. Re- 
cently, however, slackened business ac- 
tivity has lessened the acute demand for 
coal, and the company has been able 
to obtain a contract for its supply. 


HE coal mines, which are owned 
by the Cousifio family, are lo- 
cated under the ocean at Lota near 
Concepcion, the region recently devas- 
tated by the earthquake. The Cousifios, 
already one of the wealthiest families 
in Chile, were not interested in endan- 
gering the family fortunes by sinking 
more money under the sea, because of 
the ever-present danger of a cave-in. 
Since Laguna Verde seems to be on 
the itinerary of visiting journalists in 
Chile, the company sent a car to Vifia 
del Mar for me. 

Laguna Verde, which means the 
green lagoon, is the most beautifully 
scenic combination of sea and moun- 
tains in central Chile. One expects a 
hydroelectric plant to be built in a re- 
mote spot in the midst of scenery, but 
a steam plant is usually in or near the 
town which it serves. The Chilean 
psychology is peculiar.. The munici- 
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pally owned Hotel O’ Higgins, the best 
resort hotel on the west coast, is un- 
attractively located near the railroad 
station, while the electric power plant 
is constructed in a spot where it can 
commune with the sea gulls. 

This location was originally selected 
so that the coal ships could steam di- 
rectly from Concepcion and unload at 
the dock which is now being con- 
structed at great expense. 

The expense has already increased 
from the originally estimated 30,000,- 
000 pesos to 46,000,000 ($1,840,000), 
owing partly to the construction of this 
same dock. It is being built facing the 
open sea to the north, so that when the 
winter storms in the months of July 
and August sweep over it, construc- 
tion is extremely difficult; and more 
trouble is caused by the sand and 
boulder formation of the sea bottom. 


A* the equipment is imported. The 
turbo-generator with a capac- 
ity of 22,500 kilowatts was made in 
Germany by Allgemeine Elektricitats 
Gesellschaft. It is supposed to be as 
good as the North American and was 
purchased from Germany because com- 
pensation marks were more plentiful 
than exchange. 

The two stoker-fired boilers, each 
with a capacity of 65,000 kilograms of 
steam per hour, are from the Combi- 
nation Engineering Company in the 
United States, prompt delivery having 
been a factor in their purchase. The 
other material is imported from the 
United States and different parts of 
Europe. 

Another difficulty which has to be 
faced at Laguna Verde is the labor sit- 
uation. The best type of laborer pre- 
fers the bright lights to the sea gulls. 
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The workers are untrained; they do 
well on cement work but are slow to 
learn steel construction. Furthermore, 
they drink continuously. Of the 500 
men employed, 100 fail to report to 
work on Mondays. The experiment of 
prohibition in camp was tried, with the 
same results as in the United States. 
They drank just as much, and spent 
three times as much money. 

Imported labor would be too expen- 
sive. Only five of the engineers are 
North Americans. Besides, Chile has 
a prejudice against foreign labor. 
Eighty-five per cent of the laborers 
must be Chileans, and the average in 
actual employ usually runs much 
higher. 

A foreign technician cannot be 
admitted, except on a tourist visa, 
if a Chilean can be found who can do 
the work. Since the task of proving that 
the Chilean cannot be found is greater 
than the task of training the Chilean 
to do the work, few foreign technicians 
are admitted. 


6 Mas social laws, enacted in 1924, 
are more advanced than in the 
United States. The North American 
copper companies originated the social 
laws in order to attract the highest 
type of labor, and are proud of their 
achievement. The only complaint 
heard from employers was skepticism 
as to whether the new law of preven- 
tive medicine could be administered 
without political graft creeping in. 
From the employee standpoint, the 
wage base is so low that the social se- 
curity feature does not provide an ade- 
quate pension except among the white- 
collar workers. 

This question of low wages is one 
of the most pressing problems to be 
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faced by the new Chilean government. 
Higher wages would result from 
further exploitation of Chile’s many 
natural resources, both mineral and 
agricultural; but such development 
requires more capital. 

When such a large proportion of the 
population is in rags and obviously 
hungry, it cannot be expected to con- 
sume more electricity. In fact the clocks 
in Chile have been permanently ad- 
vanced an hour in order to reduce elec- 
tric light bills. 


HE trend toward state socialism 

in Chile has been well defined for 
a long time, and will become more so 
in the future, according to the Director 
of the Diplomatic Department. Not 
only in the field of labor legislation but 
in the field of government operation of 
business and utilities will this trend be 
manifest. 

Chile has had social security for 
fourteen years, so that quite a fund has 
accumulated. Since government bonds 
did not turn out to be a good invest- 
ment for the money, the “caja” has 
investigated the possibilities of invest- 
ing the money in business enterprises, 
with the result that it owns and oper- 
ates a chain of drug, food, and cloth- 
ing stores, a milk pasteurizing plant, 
a number of farms, and an insurance 
company. 


Perens ownership of rail- 
roads has been among the most 
successful in South America. The De- 
partment of State Railways has been 
taken out of politics and is managed by 
an autonomous organization which 
pays the government 3 per cent on its 
capital. For this reason the company 
makes money and the trains run on 
time. It is said that Director Gen- 
eral Juan Lagarrigue personally attends 
the departure of the important trains 
every morning. The seasoned train 
traveler in Chile becomes accustomed 
to carrying his own soap and towels, 
and to the disconcerting fact that it is 
not considered necessary to launder 
table napkins between each customer. 
The State Railways Department is 
also building a series of resort hotels 
for tourists in the Chilean lake region. 
Ex-U.S. Ambassador Norman Armour 
sees the development of the tourist 
trade as a great new source of wealth 
for Chile. In order to improve the 
steamship service to Magallanes the 
State Railways has taken over the 
private intercoastal steamship lines and 
is ordering six or seven new ships. 
The government also operates the 
telegraph, plants for refining sulphur 
and gold, and banks to finance exports 
and home-building. The service pro- 
vided by the government telegraph is 
said to be better than the private, al- 
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ough foreign business men use the 
ables whenever possible. 

On the other hand, the government 
igs not been so successful in the dis- 
overy of oil, owing principally to lack 
if capital, although technical ability 
also inferior. Oil engineers are be- 
ig trained in case oil should be dis- 
wvered. For the last six years they 
lave appropriated 3,000,000 pesos 
($120,000) a year to drill in Magal- 
anes, and have found some gas. While 
this money is about sufficient to drill 
nly one deep well, the taxpayers object 
any more of their money being 
thrown away in this fashion. Royal 
Dutch Shell spent $40,000,000 in Mex- 
io before results were apparent. 
Finally, former Secretary of Com- 
merce Ricardo Bascunan announced 
tis dissatisfaction with the progress 
nade by the government and signed a 
wncession with a French engineer, 
which has since been repudiated. 


'T’uHE former Under-Secretary of 
Commerce, Desiderio Garcia, told 
¥me that the government had reserved 

il rights for itself instead of permit- 
| ng foreign capital to come in because 


jl was for home _ consumption, 
whereas copper was for export. Gov- 
emment officials feel that foreign- 
owned oil wells lead to foreign political 
domination. 
4 Sefior Garcia also told me that they 
wanted North American capital to in- 
vest in manufacturing and mining in 
Chile. This policy is borne out by the 
recent announcement of a proposed 
plan to allow the unhampered move- 
ment of profits back into the country 
from which the investments originated. 
It is too early to predict exactly 
what Aguirre Cerda will do. He was 
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elected by the joint efforts of the Pop- 
ular Front and the National Socialists, 
when the extreme rightist General Car- 
los Ibafiez withdrew in his favor. The 
same Ibafiez was President when the 
power program was begun in 1931. 
“La Prensa” of New York concludes 
that “Mr. Aguirre Cerda’s past shows 
him as being of so conservative a demo- 
cratic criterion as to augur that he will 
follow a centrist policy, avoiding any 
extremes.” 

These thoughts are reassuring to any 
one fresh from Mexico with her taking 
ways, where expropriations are paid 
for with worthless bonds or indefinite 
promises. My inquiries as to whether 
there was any tendency for Chile to 
follow in those footsteps were met with 
indignant denials. 

In the first place, the Chileans have 
a high sense of national honor. Al- 
though they have reduced the interest 
on their external bonds from 6 to 1 
per cent, they are the only country in 
Latin America, with the exception of 
the Argentine which is paying anything 
at all on their bonds (Venezuela has 
no external debt). 


HE North American copper com- 

panies hold the same place in Chil- 
ean economy which oil formerly held 
in Mexico ; but the Chilean government 
has no idea of expropriating the cop- 
per mines. President Aguirre Cerda 
asserted, “Chile is not ready to nation- 
alize or socialize its great copper and 
nitrate industries. It lacks the capital 
for that. We do not intend to use for- 
eign capital as a football.” 

A profit tax which pays the bond in- 
terest, money for the purchase of arma- 
ments, the principal source of foreign 
exchange, and the highest wages in 
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Chile, are present benefits too great to 
be discarded for the dubious pleasure 
of government ownership of the cop- 
per mines. 

Although a high government official 
told me that the expropriation with due 
payment of the electric power and 
tramways would be the next step in the 
program of state socialism, there seems 
to be no move on foot to take over the 
telephones. 

An amusing incident occurred in this 
connection. Everywhere there were 
complaints of the poor telephone serv- 
ice caused by monetary depreciation 
without a corresponding increase in 
rates. Mr. Horsey, of the United Press, 
and I were in the office of Sefior Al- 
fonso Lastarria, chief of the Govern- 
ment Press Bureau, who was arrang- 
ing some interviews for me. Being un- 
able to obtain a telephone connection, 
Sr. Lastarria apologized for the poor 
telephone service. I asked him if he 
thought the service would be improved 
if the government would take over the 
telephones. 

“Heavens no,” replied the govern- 
ment’s press agent, “it would be much 
worse.” 

“Be careful or she will quote you,” 
said Mr. Horsey, laughing. 


Somewhat taken aback, Sr. Lastar- 
ria patiently explained that the reason 
the State Railways were so efficient was 
that they had been taken out of 
politics, but that the telephones would 
become a municipal affair. Besides, 
since the telephones were not making 
any money, the government didn’t 
want them anyway. 


i Bon new Chilean government will 

have more important problems to 
solve than that of poor telephone sery- 
ice. There is the question of low wages, 
the fundamental cause of the other 
troubles which beset the laboring 
classes. There is the question of the 
shortage of foreign exchange, which 
prevents new foreign capital from in- 
vesting in the country because the re- 
turn of profits is not guaranteed. There 
are the questions of the lack of oil and 
the shortage of coal and reconstruction 
after the recent earthquake, to mention 
only a few of the problems calling for 
immediate solution. The President 


himself has announced that he will put . 


the chief emphasis of his administra- 
tion on education, including health and 
vocational training. For the time be- 
ing, at least, the problem of more elec- 
tric power for Chile has been solved. 





Wall Street as an Absentee Landlord 


ia long has this section of the country, the far West and the 
South, been bound to the great financial centers of the East by 
the interwoven golden threads of remote but effective control. Too long 
have the essential industries of these regions been in bondage to the 
financial centers of the country. The result has been the unsympathetic 
administration which always accompanies absentee rule and the slow 
starvation which always occurs under the typical absentee landlord who 
feels no obligations to or dependence upon his tenants.” 


—Epwarp C. EICHER, 


Member, Securities and Exchange 


Commission. 
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Winning Public Confidence 
A Local Job 


It is up to the managers of utility companies, in the 
opinion of the author, to establish the good faith of 
their companies in the communities they serve— 
adequate service at reasonable rates not enough. 


By VICTOR F. LAWRENCE 


) J wat does the public expect of 
business in general and the 
public utilities in particular? 

Probably not much—and that is the 
great trouble today. The public lacks 
faith in the good faith of business. The 
whole problem revolves around estab- 
lishing confidence in the good faith of 
business. 

How this negative psychology to- 
ward business developed is immaterial. 
Whose fault it is likewise is not of par- 
ticular consequence. The fallacy that 
business in general and the public utili- 
ties in particular are predatory in na- 
ture becomes a fact when it is a firmly 
imbued public conviction. 

Under ordinary circumstances, giv- 
ing good service at reasonable rates, 
combined with courteous and efficient 
service by employees, may be sufficient 
to create and maintain satisfactory 
public relations for a public utility. 
However, it is impossible to believe 
that today there is a public utility exec- 
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utive who does not put a premium on 
service, who does not carefully instruct 
his employees in the application of 
courtesy in personal contacts, by phone 
and by correspondence, and who isn’t 
spending sleepless nights wondering 
how he can make a reasonable profit 
with existing rates in the face of in- 
creased taxes and operating costs. And 
yet in spite of constantly declining rates 
and excellent service, the utility exec- 
utive is beset by problems and harassed 
by public skepticism. He is likely to ex- 
claim in desperation, ‘““What do they 
want—what is expected of us?” 

Not only the direct experience of 
many utility executives, but the pub- 
lic themselves, indicates that good serv- 
ice at reasonable rates is inadequate to 
create favorable public relations. A 
public opinion survey recently con- 
ducted in a large industrial center in 
effect heaped praise upon the company 
for the quality of service rendered. The 
public practically unanimously agreed 
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that employees were courteous and effi- 
cient and electric service was rated sec- 
ond only to water service in the value 
given for the money spent. Yet at the 
same time that the public was in effect 
saying that this company rendered ex- 
cellent service at reasonable rates, and 
that employees were competent and 
courteous, they seriously questioned 
the good faith of the company. 

They strongly indicated that the only 
reason why the company charged a rea- 
sonable rate and gave good service was 
that it was afraid to do other- 
wise, and the price of keeping the rates 
in line and service good was eternal 
vigilance or some kind of club con- 
stantly held menacingly over the util- 
ity. The survey indicated that the pub- 
lic felt the utility could not be expected 
voluntarily to do the right thing. There 
was no confidence in its good faith. 


[ this survey truly reflects public 
opinion, it takes the burden off the 
employees and puts it on management. 
Perhaps the slogan that the employee 
is the company is outmoded. The wid- 
ening schism between labor and capi- 
tal may be breeding a public conviction 
that the interests of labor and capital, 
even in an individual enterprise, are not 
one and the same. 

This survey is one of four made in 
communities of widely different char- 
acter. The results from all four are 
pretty uniform—service is good, em- 
ployees are efficient and courteous, and 
the consumer of electric service re- 
ceives his money’s worth. Good service 
and reasonable rates are not enough— 
there is far more to public relations to- 
day is the only possible major con- 
clusion. Apparently the public utilities 
are expected to do something more 
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than render courteous and efficient 
service and collect money for it, if they 
are to establish confidence in their good 
faith and their intent. 

Business is expected to demonstrate 
its recognition of responsibility to 
others as well as itself. Business is ex- 
pected to make some contribution to 
the social and economic welfare of the 
communities it serves, in addition to 
the contribution for which it receives 
direct payment. 

The problem of establishing confi- 
dence is closely connected with what 
the utilities stand for in the minds of 
the people. 


Tr analyzing this problem the utilities 

might do worse than to study pres- 
ent accepted political methods. Even a 
superficial examination will show that 
the emphasis is on objectives and not 
the means of accomplishing them, to 
put it mildly. The objective is the thing. 
If it is bright and shining, the methods 
of achieving it seem to be a lesser con- 
sideration—not that it is recommended 
that the utilities adopt this philosophy, 
but rather that they do something 
which gives them character and identi- 
fies them with some economic or social 
objective in addition to and broader 
than the furnishing of good service at 
reasonable rates. 

To be effective a program aimed at 
clothing any industry with a mantle of 
social responsibility must be localized. 
It may be gratifying to big business to 
think on a national scale and it may be 
difficult to talk in other than national 
influence and figures — national pay- 
rolls, national taxes, national wages— 
but such figures because of their pro- 
portion are difficult for the average 
man to comprehend, and’ constitute an 
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influence so remote from the individual 
@ that they have little significance. 

The utilities particularly are in a 
favorable position to conduct localized 
programs. The operating utility is a 
local enterprise closely identified with 
the limited territory it serves. The 
local operating unit is in direct contact 
with its customers. Its product doesn’t 
pass through the hands of distributors 
and retailers—its product isn’t shipped 
thousands of miles away for consump- 
tion. It has a strictly limited marketing 
area beyond which it cannot go. Con- 
sequently, the interests of the operating 
company are broadly the interests of 
its consumers and the area it serves. 
It is a local project in the fullest sense 
of the word—it produces at home and 
distributes at home. From an operat- 
ing point of view it is little concerned 
even with what is happening in the 
neighboring county. 


HIS is a very advantageous posi- 

tion because the impact of utility 
activity is felt right at home. The in- 
fluence of its operations can be pre- 
sented in the light of local facts and 
figures. Activities can be designed to 
promote the local economic and social 
welfare, which may have a very pro- 
found effect on practically every resi- 
dent. On the other hand, the manu fac- 
turer may find it more difficult to break 


down operations to show local signifi- 
cance. 

The manufacturing plant may be 
in the nature of a way station where 
raw products purchased at some dis- 
tant point are converted into finished 
products and shipped on to numerous 
distant points. Nevertheless that plant 
has a profound local influence, and few 
towns can be found that do not con- 
tain one or more plants. Thus prac- 
tically the entire urban population of 
the country is exposed to localized pub- 
lic relations programs. 

The consumer survey, referred to 
previously, also throws some light on 
the importance of intelligent local ef- 
fort. Consumers were asked concern- 
ing their beliefs regarding the future 
of the utility industry from a national 
viewpoint. Not one per cent had any 
thoughts on the matter or had ever 
seriously thought about it. The utili- 
ties are not a national issue in spite of 
all the efforts aimed at creating such a 
state of mind. On the other hand, only 
a fraction of one per cent did not have 
some opinion regarding the local opera- 
tion. 

The importance of emphasizing local 
characteristics and engaging in pro- 
grams designed generally to assist in 
the prosperity of the areas served is 
certainly logical as a deterrent to 
trouble. 


e 


courteous and efficient service by employees, may be suffi- 


q “|... giving good service at reasonable rates, combined with 


cient to create and maintain satisfactory public relations for 
a public utility. However, it is impossible to believe that 
today there is a public utility executive who does not put 
a premium on service, who does not carefully instruct his 
employees in the application of courtesy in personal contacts, 


by phone and by correspondence, .. . 
847 


+3 


JUNE 22, 1939 





PUBLIC UTILITIES FORTNIGHTLY 


: ig a local utility can live in harmony 
with its neighbors, and convince 
them of its active interest in the wel- 
fare of the area served, and of its good 
faith and desire to be a good citizen, it 
will become more firmly established as 
a local enterprise. Favorable local sen- 
timent makes the utility’s path much 
smoother. 

The majority of rate agitations orig- 
inate locally; service complaints, mu- 
nicipal agitations, and application for 
Federal financial assistance to put the 
operating unit out of business all stem 
from the municipalities served. 

Confidence in the good faith of the 
company, plus a friendly relationship, 
both resulting from local activities 
which by their nature bring utility rep- 
resentatives in contact with city offi- 
cials and civic and service club leaders, 
forms a basis for negotiations and mu- 
tual working out of problems. 

The local approach is also in accord- 
ance with national thinking. In recent 
years emphasis has been on what may 
be called, for want of a better term, de- 
centralization. There is currently a 
stigma attached to bigness. Emphasiz- 
ing local operating units tends to de- 
emphasize centralized utility manage- 
ment by simply focusing attention on 
contributions to the locality by the op- 
erating company. 

Emphasizing local operation also 
helps to counteract the prevailing opin- 
ion that business takes and puts noth- 
ing back which is exaggerated where 
an operating utility is part of a large 
system. 


HE public has read of claimed 
exorbitant profits by centralized 
companies. In the small community 
particularly, many citizens feel that the 
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centralized agency is taking money out 
of the community to some far-awa 
metropolitan financial center. Any ef 
fort to point out the advantages 
brought to the community by having 
the local utility part of a large holding 
company system is likely to fail be- 
cause of deep-rooted sentiment against 
holding companies, and the belief that 
bigness is synonymous with badness, 
The element of bigness in a public 
utility is closely connected with the 
“take-but-never-give” psychology. It 
also contributes to the belief that the 
local utility has no interest in the in- 
dividual community—that the individ- 


ual community is just one of many—| 


that the utility in no sense is a real part 
of the community. 

The flat assertion that the utility 
is a local company, with local interests, 
parroted frequently, is not an adequate 
answer to the charge that the utility is 
not interested in the local community. 

Neither can the company point to the 
local people it employs. For, as surveys 
have demonstrated, the employees are 
not necessarily the company in the pub- 
lic mind. 

Rather the management must as- 
sume the responsibility and take some 
action which convincingly demon- 
strates the interest of the company in 
local affairs. Deeds are always more 
convincing than words, particularly 
when the objective is to build confi- 
dence in the company’s good faith. It 
is a good policy to do something first 
and talk about it afterwards. If a pro- 
gram can be designed which has enough 
news value that others will do your 
talking for you, so much the better. 


 gemncaptag promoting local welfare 
can be designed and are entirely 
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Public Relations Programs 


¢ sre relations programs are not a substitute for any present 

activities, but rather an enlargement of activity—an addi- 

tion to the present operations. As a matter of fact, any successful 

public relations program is based on the prerequisite that the utility 

is aggressively selling its service and its rates and is actively pro- 
moting increased use of service.” 





logical from the company’s point of 
view. Not only are good public rela- 
tions on the side of the utility but also 
sound economics for ‘“‘what benefits 
the community also benefits the util- 
ity.” 

Local management should be famil- 
iar with local problems and should be 
capable of designing a program to 
make a really worth-while contribution 
to the welfare of the area served. Any 
program must initially be entirely logi- 
@ cal even to those who may be skeptical 
of the company’s motives. The utility 
should avoid any program which puts 
it in the light of standing on the corner 
with a tin cup bidding for public favor, 
@ and on the other hand just as studious- 
ly avoid any semblance of paternalism. 

Every community has its problems 
—problems which are of concern to the 
utility because it is a part of the com- 
munity. There are regional problems 
which may include all towns served by 
the operating company. No alert utility 
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can honestly plead a lack of material. 

The following is a brief description 
of a program designed and operated by 
one utility applying the various ideas 
expressed. This program of action and 
advertising aimed to demonstrate that 
the company 

1. Had a definite sense of responsi- 
bility to the communities it serves ; 

2. That the company could progress 
only as the communities it served 
progressed ; 

3. That it was inherently local in 
character ; 

4. That it had a vital interest in the 
communities served ; 

5. That the words “your utility 
company” really mean “yours.” 


The group responsible for this ac- 
tivity agreed that deeds rather than 
words were necessary to make this pro- 
gram a success. While advertising had 
a definite assignment in the program, 
the general philosophy was “to do 
something first and talk about it after- 
wards.” 
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HE first “do something,” designed 

to show the customers that the 
company meant it when it said “your 
utility” and at the same time to find out 
what was being done that the custom- 
ers liked, what was being done that 
they didn’t like, and also to check up 
on operations from the customers’ 
point of view, was to go to them and 
ask them frankly— 


What do you like about the com- 
pany’s operations? 

What don’t you like? 

Have you any complaints ? 

Do your appliances need any servic- 
ing? 

What can be done to promote the 
welfare of the communities served? 


What can be done to make service 
more valuable to you? 


As the best available group of em- 
ployees trained in contact work started 
upon this survey, an advertisement ap- 
peared simultaneously, advising cus- 
tomers that they were going to ask 
them these questions. 

This and subsequent advertisements 
stated in effect that within reason the 
company wanted the customers to de- 
termine its operations as they affected 
the customer. 

The asking of customers for frank 
suggestions regarding operations was 
an actual demonstration of a sincere 
desire to please customers and to oper- 
ate the company to serve them best. It 
was felt that even if the actual material 
collected from the survey was meager, 
the gesture alone had a definite public 
relations value. 

Every advertisement concluded with 
a request that customers give their 
ideas regarding service and how the 
company could be of greater value to 
the community. This invitation to criti- 


JUNE 22, 1939 


cize constructively or otherwise was 
constantly kept before customers, 


HE principal business in the area 

served by this particular company 
is the tourist business. It was obvious 
to the management and to many cus- 
tomers who suggested it that the best 
thing the company could do to promote 
the welfare of the communities served 
was to promote the tourist trade. 

Accordingly, the management un- 
veiled at a dinner, attended by one hun- 
dred citizens, including city officials, 
officials of chambers of commerce, 
civic and social clubs, and press repre- 
sentatives, what has been described by 
some as the most valuable promotion 
ever given the communities served. 
Following this announcement the pro- 
gram was described individually to 
civic and service clubs in the individual 
communities. 

The program provided for the pro- 
motion of tourist attractions in an area 
served by an affiliate of the company 
sponsoring the program. The sponsor- 


ing company designed an attractive | 


window which was displayed in big 
cities in the affiliated group. City offi- 
cials and chambers of commerce co- 
Operating furnished thousands of 
booklets which were displayed inside 
the offices simultaneously with the win- 
dow display. As a result the tourist at- 
tractions of the communities served 
were placed before close to a million 
people—at no cost to the communities 
served other than their cooperation. 

From the company’s point of view it 
was sound economically — not only 
would the utility benefit indirectly 
from generally greater prosperity but 
also directly from new seasonal cus- 
tomers. 
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Through this program the company 
has established itself as an integral part 
of the communities it serves. The man- 
agement has worked with city officials, 
chambers of commerce, civic and serv- 
ice organizations in the promotion of 
the best interests of the communities. 


T= best evidence of the merit of 
such a program, outside of the 
protection from current troubles which 
beset a utility, is probably unsolicited 
favorable editorial comment from local 
papers which wield considerable in- 
fluence in shaping public opinion. 
There is just one word of warning 
which might be sounded in connection 
with programs of this kind. It is im- 
portant to bear in mind that the pri- 
mary function of a utility company is 


furnishing the best possible electric 
service to all who want it at as low a 
cost as economically possible. Public 
relations programs are not a substitute 
for any present activities, but rather an 
enlargement of activity—an addition 
to the present operations. As a matter 
of fact, any successful public relations 
program is based on the prerequisite 
that the utility is aggressively selling 
its service and its rates and is actively 
promoting increased use of service. 
The soundly conceived and operated 
public relations program will con- 
tribute to the success of normal opera- 
tions, for confidence in the company is 
reflected in confidence in the honesty 
and sincerity of printed statements in 
the press and verbal statements by its 
sales and other representatives. 





Memories of the Quaint Nineties 
Surprisingly Popular 


NE of the interesting exhibits at the World’s Fair in New 
O York is sponsored by the Niagara Hudson Power Com- 
pany. This is a reconstruction of a Street of the Nineties, 
and is intended by the power company to afford a sharp 
contrast with the beautifully electric-lighted Avenue of To- 
morrow—a companion exhibit. 


While the contrast is doubtless effective, another reaction of 
the visiting public has been noted which is somewhat sur- 
prising. Middle-aged visitors exhibit a real affection for the 
quaint old street, with its dingy highway, compared with our 
modern thoroughfares. It is laid out with bumpy cobblestones 
and bordered with narrow sidewalks. Leaning over it are tele- 
phone and telegraph poles, draped with sagging wires. It ts 
lit by sputtering gas lamps on top of iron posts. The only 
indication of life or action is an old-fashioned ice wagon with 
a kerosene lamp swinging from its tailboard—doubtless in- 
tended as a symbol of the speed of that day. 


Be that as it may, the visitors linger with a nostalgic gaze 
in their eyes. Whether the scene summons up fond memories 
of youth or an era of quaint and all but forgotten security, the 
fact remains that the Street of the Nineties seems to draw 
bigger and more reverent audiences than the Avenue of 
Tomorrow. 
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Wire and Wireless 
Communication 


i * doisencos unnoticed in the popular 
press was a routine action of the 
U. S. Supreme Court on the last day of 
its recent term (June 5th) which may 
prove of vital importance to public util- 
ities involved in rate litigation which 
resulted in orders to refund excess rate 
collections to their consumers. This 
action was the refusal of the highest 
court to review an appeal by the Illinois 
Commerce Commission from a decision 
of the supreme court of Illinois in favor 
of the Illinois Bell Telephone Com- 
pany. This case grew out of the long- 
drawn-out Chicago pay station case 
which ended in an order requiring the 
Illinois Bell to refund $18,897,980, of 
which $1,688,295 remains unclaimed. 
The state of Illinois sought to invoke 
an old disputed common law doctrine 
(bona vacantia), whereby such un- 
claimed money would revert to the sov- 
ereign—the state of Illinois. The IIli- 
nois Supreme Court did not agree and 
by its recent action the U. S. Supreme 
Court apparently authorizes utilities to 
retain unclaimed refunds under such 


circumstances. 
* od * * 


FTER thinking about it for a couple 

of weeks, the National Association 
of Broadcasters has decided to get up 
in arms over the regulations recently 
issued by the FCC governing inter- 
national broadcasts (effective Novem- 
ber Ist next). These regulations would 


limit international broadcast stations 
to the programs that promote “good 
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will, understanding, and codperation.” 

Stirred up by editorials in a similar 
vein in the press throughout the country, 
the National Association of Broad- 
casters sees in the new regulation an 
invasion of the rights of free speech 
and a transgression of the basic prin- 
ciples of American democracy, to say 
nothing of a possible violation of pro- 
visions of the Communications Act of 
1934. 

Reconsideration by the commission 
of its decision of May 23rd, and suspen- 
sion of the regulations pending a hear- 
ing, was requested by Neville Miller, 
president of the association, in a letter 


to Frank R. McNinch, chairman of the § 


commission. The letter was made public 
on June 5th. 

The regulations provide that “a li- 
censee of an international broadcast 
station shall render only an international 
broadcast service which will reflect the 
culture of this country and which will 
promote international good will, under- 
standing, and codperation.” 

Mr. Miller asserted that a literal in- 
terpretation might require a licensee to 
suppress spokesmen for minority groups 
in a country where “freedom of speech 
as an integral part of its culture not only 
is a cherished tradition, but a living 
reality.” Such control, Mr. Miller 
stated, would disturb if not destroy the 
present “reliance of foreign listeners on 
stations in the United States as a source 
of unbiased and uncensored news of 
the world.” 
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The regulations needlessly place this 
government in a position believed to be 
contrary to its traditional policy in the 
feld of foreign relations, Mr. Miller 
said. He continued : 


There are abundant examples of in- 
stances in which some citizen of the United 
States has made certain utterances by radio 
or through the press which have aroused 
the antagonism of the representatives of 
foreign powers. It has been the customary 
reply of our State Department to the pro- 
tests by offended powers that this country 
is one in which freedom of speech is actu- 
ality, and the government has no power to 
abridge this fundamental right. 

The regulation which we are discussing 
definitely implies official responsibility for 
all matter broadcast over international sta- 
tions. 


Restriction upon program content 
“to the extent that it limits and pre- 
scribes the type of commercial adver- 
tisement which can be made,” was 
protested as not susceptible to sufficient 
clarity of interpretation or agreement as 
to meaning to permit it to be prac- 
tically applied. 

x * * * 
ib first report of the television 
committee recommended to the 
FCC that it neither approve nor disap- 
prove television standards proposed by 
the Radio Manufacturers Association. 

In making this recommendation the 
committee, composed of FCC Commis- 
sioners T. A. M. Craven, chairman of 
the television committee, Norman S. 
Case, and Thad H. Brown, pointed out 
that the “commission by law is required 
to grant licenses to applicants for tele- 
vision stations, who prove that the 
granting of such applications would be 
in the public interest, and second, be- 
cause it appears undesirable to take any 
action which discourages private enter- 
prise or which decreases the incentive 
for undertaking research to effect fur- 
ther improvements.” 

The committee suggested in taking 
this action that the public be informed 
that the commission did not believe the 
proposed standards to be objectionable 
as a phase of a rapidly developing 
service. The public should also be in- 
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formed, the committee stated, that the 
commission desires to be free to pre- 
scribe better performance for the trans- 
mitters it may license in the future, 
when and if such improvements are 
proved to be in the interest of the public. 
The report further stated that the pro- 
posed standards “do not at this time ap- 
pear to be suitable for the 12 unde- 
veloped higher frequency channels re- 
served for television.” 

The FCC was asked by the committee 
to adopt a policy of codperation with 
the industry as a whole and keep abreast 
of the developments in television and its 
problems, and for this reason continue 
the committee in order to make further 
studies within the industry. 


¢ &~ committee also recommended 
that the FCC announce it would 
not hold formal public hearings on the 
question of standards at this time. This 
step was advised, according to the re- 
port, because it did not appear that con- 
structive results would be obtained at 
this early stage of development. 

The opinion of the committee was that 
the lawful jurisdiction of the FCC in the 
matter of television standards “‘is solely 
that arising from its specification of ex- 
ternal performance requirements for 
transmitting stations which the com- 
mission may license in the future.” 
However, the committee explained that 
a very serious question of public interest 
would arise should the requirements of 
the FCC governing television transmit- 
ters specify performance capabilities 
differing from the operating capabilities 
of receivers in the hands of the public. 
“This is because of the resultant possi- 
bility that the public’s receivers would 
be incapable of receiving programs 
emanating from the transmitters licensed 
by the FCC,” it stated. 

This was the first report of the com- 
mittee relative to television and covered 
only the standards for the industry. The 
second report covering the applications 
of television would be issued later. 

ae 
ier FCC was internally disturbed 
over the publication of reports on 
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May 31st that a wide and possibly un- 
bridgeable chasm had developed within 
the commission membership over the 
drafting of the final report in the special 
telephone investigation. Newspaper arti- 
cles went on to hint that the commission 
had been unable up to that time to 
reach any semblance of unanimity, even 
as to the validity of the basic evidence 
upon which to arrive at any conclusions 
at all, and that there was even some 
doubt that the commission would present 
a final report to the current session of 
Congress. 

The illness of Chairman McNinch 
has complicated the completion of this 
final draft, especially in view of the 
fact that as unofficial administration 
spokesman on communication policy, 
he has been perhaps the principal driv- 
ing force in attempting to expedite com- 
pletion of a final report in the most 
harmonious form possible. However, 


sources within the FCC denied that the 
situation was anywhere near as hope- 
less as the newspapers had painted it. 


One more optimistic official even ex- 
pressed the belief that the final tele- 
phone report would actually go up to 
Congress in unanimous form, aside from 
possible reserve comment which would 
ordinarily result from the fact that 
three of the present commissioners were 
not even members during the hearings 
on the special investigation. 

At any rate, it seemed to be pretty 
generally expected, not only within the 
FCC, but among outside Washington 
observers, that the commission would 
send up some kind of a report on the 
special telephone investigation before 
the current session of Congress is ad- 
journed, even if it is necessary to send it 
up in two pieces. 

One incentive which the FCC doubt- 
less has for prompt action is the fact 
that the House Appropriations Com- 
mittee is scheduled sometime in June to 
take up the third deficiency bill, in which 
the appropriation for the FCC for the 
fiscal year of 1940 will be incorporated. 
So far the FCC has only enough money 
to go to the end of June, and the com- 
mission would make a much better ap- 
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pearance before the appropriations com 
mittee if it could give some indicatiog 
that the long-awaited final report on th 
special telephone investigation has beer 
completed, or is about to be complete 
in the near future without any furthe 
question of doubt. 

Probably some of the commissioners 
have been made uneasy by bitter com 
plaints of the Bell system that the in 
vestigation was of an “ex parte” nature 
in which cross-examination of commis 
sion witnesses by company attorneys 
and the testimony of witnesses called b 
the company for its own defense, wag 
not permitted. However, the voluntar 
submission by the Bell system of ana- 
lytical comment replying to the Pro- 
posed Report of Commissioner Paul A. 
Walker will probably enable the hesi- 
tating commissioners to do enough 
checking and double checking on basic 
evidence to satisfy their own doubts 
sufficiently to sign their names to some 
form of a general report. 

Incidentally, the completion of the 
final report and its submission to Con- 
gress would perhaps increase the like- 
lihood of Commissioner Walker being 
reappointed to succeed himself following 
the expiration of his present term on 
June 30th. 

a 


L iaae Gustavus Loevinger, of Ram- 
sey county district court, recently 
denied a temporary injunction to pre- 
vent the Tri-State Telephone & Tele- 
graph Company from carrying out a 
“compromise” recently concluded with 
the Minnesota Railroad and Warehouse 
Commission over the St. Paul telephone 
rate litigation. The injunction was 
sought by several dissatisfied St. Paul 
subscribers who claimed that the rate 
cuts and refunds which would accrue 
to St. Paul subscribers as a result of 
the compromise were not equitably 
sufficient, in view of the recent vindica- 
tion by the state supreme court of the 
Minnesota commission’s original rate 
cut order. 

In refusing the temporary relief, how- 
ever, Judge Loevinger pointed out that 
St. Paul telephone subscribers would 
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et the immediate benefit of $340,404 a 
year under the terms of the com- 
promise and would stand to enjoy ad- 
ditional benefits in future. Under such 
circumstances, the court said, it did not 
feel justified in taking the responsibility 
jor denying St. Paul subscribers these 
immediate benefits. 

Granting of the restraining order, the 
curt added, would have created a sit- 
vation burdensome to telephone sub- 
cribers in that they would be compelled 
0 continue paying rates $28,367 a 
month higher. The court made the fol- 
lowing statement : 


The court is unable to see where the 
present litigation is prejudiced by permit- 
ting the telephone subscribers to enjoy im- 
mediately the 1939 reductions. The courts 
will have ample power in this litigation, as 
they had .in the 1936 litigation, to protect 
subscribers by compelling restitution of 
overcharges, should such right be eventu- 
ally established. 


Among the points raised by the 
petitioners in the injunction suit are: 
Whether telephone subscribers general- 


ly are sufficiently represented by the 
state commission and the state attorney 


general in rate proceedings. Whether 
public notice and hearings are required 
in such procedure. Whether it is neces- 
@ sary for the commission to establish a 

valuation of telephone properties on 
which to base any new rate order. 

Meanwhile, Governor Stassen of 
Minnesota has quietly entered the con- 
troversy over the St. Paul telephone 
rate compromise by requesting the Min- 
nesota commission to furnish him in- 
formally with information upon which 
its compromise rate order was based. 
The governor asserted he had no back- 
ground of the pending telephone rate 
settlement for the twin cities, but that 
he wanted the information before de- 
tiding what disposition to make of a 
petition for removal of three members 
of the Minnesota Railroad and Ware- 
house Commission on grounds that they 
were guilty of malfeasance in office. 

a oe a 


Sor was filed at the Federal district 
court at Lexington, Ky., on May 
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23rd, asking that a receiver be appointed 
for the Lexington Telephone Company. 
Stockholders of the company had ap- 
proved a recapitalization plan under 
which it was estimated that fixed interest 
charges of the company could be reduced 
from $186,754 to $72,000 a year. The 
plan, which was originally approved by 
the Kentucky Public Service Commis- 
sion, was expected to result in the pay- 
ment of dividends to prior preferred 
stockholders, who have not received any 
payments — — 15, 1938. 
* ok 

¢ we ie W otld of Tomorrow” 

brought its perplexing problems 
of today to the telephone forces who 
were faced with the unusual task of pro- 
viding service for this big exhibition 
city which required all the communica- 
tion facilities of any large modern 
community — police services, hospital 
services, public telephones, business 
services, private branch exchange 
boards and wiring plans, and teletype- 
writer, radio, and even television facil- 
ities. 

Work on the planning for the pro- 
vision of service for the World’s Fair, 
according to The Telephone Review, be- 
gan in the autumn of 1936, when con- 
ferences were held for preliminary dis- 
cussion of possible service requirements 
between the World’s Fair planning de- 
partment and company representatives. 

While no definite ideas had been 
formulated at that time as to the num- 
ber of buildings or the extent of the area 
to be served, plant engineers codper- 
ating with the chief engineer’s office 
were able to give consideration to a 
fundamental plan based on a theoreti- 
cal layout of the roadways and building 
plots of the fair area. Initial plans for 
service were made with full considera- 
tion of the possible service requirements 
and their relation to the central office 
districts which logically might be desig- 
nated to serve the fair. 

As the site began to develop, plant en- 
gineers were able to base their plans on 
something more concrete, with road- 
ways and building plots as their guide 
for cable routes and terminals. 
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Financial News 


Portfolio Tests for Utility Bonds 


zz of conferences on bank in- 
vestment policies has been con- 
ducted by the Committee on Bond Port- 
folios of the New York State Bankers 
Association with the codperation of the 
Federal Reserve Bank of New York. 
The following “yardstick tests” were set 
up for the guidance of bank executives: 


1. Fixed charges should be earned 
at least 23 times. 

2. Funded debt ratio to net property 
account should be less than 60 per 
cent. 

3. Net property account should be 
less than five times operating reve- 
nues, 

4. Maintenance and depreciation 
should be at least 15 per cent of oper- 
ating revenues (about 5 per cent for 
maintenance and 10 per cent for de- 
preciation). 

5. Ratio of income before charges 
to funded debt should be 12 per cent 
or more. 

6. Net operating income should not 
amount te more than 7 per cent of net 
property value. 

7. Net income should be at least 19 
per cent of operating revenues. 


With the aid of Standard Statistics, a 
practical illustration of the application 
of these tests was made in connection 
with the Brooklyn Edison bonds. 

In commenting on these tests, J. 
E. Morris, assistant vice president of the 
City Bank-Farmers Trust Company, 
made the following comment which we 
quote in excerpt form from the Ameri- 
can Banker (paragraph numbers refer to 
yardstick numbers, as above) : 
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and 
Comment 


By OWEN ELY 


1. Utility bonds tend to become sensitive 
marketwise after their earnings fall below 
two times fixed charge requirements. A 
minimum requirement of 2% times fixed 
charges may insure the price stability which 
we require for our bond accounts. The sug- 
gested margin above the theoretical point of 
sensitivity allows for a decline of approxi- 
mately 10 per cent in revenues for an average 
company during a period of business un- 
settlement. Bonds meeting this earnings re- 
quirement are generally legal for trust funds 
and acceptable to life insurance companies, 
a factor that perhaps accounts for their 
relative market stability. 

2. As bankers we can probably all agree 
that a 60 per cent fixed long-term mortgage 
loan is ample, regardless of the type of 
collateral offered as security. The utilities 
may have to pay dearly in times of depres- 
sion for improvident expansion in times of 
prosperity. This is due to the particular 
form of regulation to which the utility in- 
dustry is subject. 

3. The ratio, which applies only to steam 
electric companies, is recommended as a 
protection against possible fluctuations in 
the reproduction cost of property, or as a 
protection against overstatement of property 
value. It is about equal to the average for 
all steam electric companies and higher, of 
course, than many of the more conservative. 
Or if we take the figure of $250 per kilowatt 
of capacity, which is often accepted as a 
rule of thumb for valuation of a well-inte- 
grated property, and theoretically build on 
that figure a system with average rates, 
average distribution, and average efficiency, 
we would come out with a ratio below 500 
per cent. 

4. The national average for maintenance 
has been around 5 per cent of operating 
revenues, and I suggest that this figure be 
accepted as more or less standard. This 
would leave 10 per cent of revenues as the 
minimum requirement recommended by 
your committee for depreciation .. . If we 
... apply the usual standard for real prop- 
erty—2 per cent of total property annually 
as a reserve for depreciation—we would find 
that the resulting figure is equal to 10 per 
cent of operating revenues for those com- 
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panies which conform to this 5-1 ratio of 
property to revenues .. . Even though we 
could assume that well-constructed and 
well-maintained equipment might last for a 
considerable period, there is always the fac- 
tor of obsolescence, particularly in an indus- 
try that has seen so much technological 
improvement in a relatively short span of 
years. It is but slightly over thirty years 
since the first 5,000-kilowatt turbine gener- 
ator was installed, yet in the larger com- 
panies, this type has long since been dis- 
carded... 

6. Unlike an industrial company it is 
neither competition nor price which deter- 
mines the margin of profit for a utility. Act- 
ing under the general authority of the 
Smyth-Ames decision, practically all of the 
states have set up regulatory bodies and 
most of the states have at one time or 
another adopted a rate which is considered 
to be a fair earning base. A few years ago 
the generally accepted standard was 74 per 
cent, but in recent years the average has 
been between 6 per cent and 7 per cent. Since 
some return is usually allowed for “going 
concern value” it is the opinion of your 
committee that earnings up to 7 per cent do 
not represent an undue risk to bondholders. 
Earnings in excess of 7 per cent, however, 
may be subject to adjustment, should action 
be taken against the company. 

7. For all practical purposes [this test] 
represents the degree of efficiency in oper- 
ations and indicates whether the operating 
ratio is conservative or dangerously high. 
To illustrate: The average operating ratio 
for all electric operating utilities for the year 
1938 was 64.9 per cent. That means that 


HIGH GRADE RAIL 
BOND AVERAGE 


approximately 65 cents out of every dollar 
received in revenue was required for oper- 
ating expenses, maintenance, taxes, and de- 
preciation. This leaves roughly 35 cents out 
of every dollar of revenue for interest on 
the debt and for dividend payments to stock- 
holders. If a system had what your com- 
mittee considers to be the safe maximum of 
debt, namely 60 per cent, and other ratios 
were average—service on this debt at 5 per 
cent would require 15 cents out of every 
dollar of revenue, leaving 20 cents or 20 per 
cent of revenue for stockholders. Since debt 
service for the average company is now con- 
siderably less than 5 per cent, a conserva- 
tively capitalized and efficiently operated 
property would easily cover the fixed charge 
requirement of 2% times and the 19 per cent 
margin. With a margin of at least 19 per 
cent you can readily see that interest on the 
debt could not be endangered until operating 
revenues declined in excess of 19 per cent, 
and only then if the management was un- 
able to effect compensating reductions in 
costs. This ratio might decline also because 
of increasing expenses, in which case it acts 
as a measure of the efficiency of operations. 

At the beginning of my remarks I stated 
that in using the seven suggested ratios, 
allowance should be made for strength in 
one factor as an offset to apparent weakness 
in another. This is particularly true in the 
case of the ratio now under discussion and 
the ratio of maintenance and depreciation. 
If we take some of the telephone companies 
as an example, we will find that depreciation 
amounts to as much as 17 per cent of reve- 
nues in some instances against the suggested 
minimum of 10 per cent. Now, since de- 
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Homer & Co.’s Daily Yield Averages of High-grade Railroad and Public Utility Bonds Compared 
With the Yield of Treasury 2$s ’55-’60 to Nearest Call, 
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preciation constitutes an operating expense, 
high depreciation charges would have the 
effect of increasing the operating ratio and 
decreasing the margin after fixed charges. 
We believe due allowance can safely be 
made for this kind of situation. 

You can readily see that refunding debt 
at a lower coupon would have the effect of 
increasing the 19 per cent margin after fixed 
charges. In order that this change might be 
detected your committee suggests the use of 
the 12 per cent ratio previously mentioned 
[test No. 5]. If both ratios move together 
it is an indication that the operating ratio is 
increasing or decreasing—a condition which 
should be examined further. If the 19 per 
cent ratio alone changes it would be due to 
increased or decreased fixed charges. 

If we examine the case of Brooklyn Edi- 
son Company, we will find that the operating 
ratio has increased at an alarming rate since 
1929. The margin after fixed charges... 
indicates a decline from 32.3 per cent in 
1929 to 20.6 per cent in 1938. Fortunately 
this decline is not due to inefficiency on 
the part of the company. Although rates 
have been generally reduced, the margin 
of profit for most companies would be 
as large now as it was in 1929 were it not 
for one item. This item is taxes. In the 
case of Brooklyn Edison, taxes for 1938 
were 130 per cent higher than for 1929, al- 
though operating revenues increased only 17 
per cent. If taxes had increased since 1929 
only to the same extent as revenues, the 
margin we are now discussing would have 
been 32 per cent in 1938, indicating about 
the same degree of efficiency. 


¥ 


New Financing 


So Power & Light Com- 
pany is expected to file approxi- 
mately $135,000,000 new securities with 
the SEC, mainly for refunding, in- 
cluding probably $105,000,000 30-year 
first 34s and $30,000,000 serial deben- 
tures. The financing, which represents 
one of the largest individual deals under 
the Securities Act, has been under dis- 
cussion for some time. Smith, Barney & 
Company will head the underwriting 
syndicate and other leading underwrit- 
ers will be Dillon, Read & Company, 
First Boston Corporation, and Bonbright 
& Company, Inc. Pennsylvania Power is 
one of the major units of the Electric 
Bond and Share system, being controlled 
directly by Lehigh Securities Corpora- 
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tion, which in turn is controlled by Na- 
tional Power & Light Company. 

American States Utilities Corporation 
has registered 39,060 shares of 54 per 
cent preferred ($25 par) and 14,184 
shares of common stock for public offer- 
ing through Smith, Landeryou & Co. of 
Omaha. 

The recent sale of 59,550 shares of 
common stock of Newport Electric 
Corporation by Stone & Webster & 
Blodget, Inc., at $29.50 a share repre- 
sented the first public sale of the entire 
voting stock of an operating subsidiary 
by a holding company, under the Utility 
Act of 1935. The stock was acquired by 
the underwriters from the trustees of 
Utilities Power & Light Corporation, 
Arrangement was made by the under- 
writers to facilitate purchases by the 
people of Newport and vicinity. New- 
port Electric also marketed $305,000 4} 
per cent mortgage bonds due 1954. 

New York Telephone Company has 
taken the first step in a contemplated 
financial program (its first public financ- 
ing in seventeen years) and has filed an 
application with the New York Public 
Service Commission for authority to 
issue about $90,000,000 bonds. Details 
have not yet been announced and the 
issue will probably not go into SEC 
registration for several months. The 
proceeds will be used for refunding pur- 
poses and to pay operating advances 
made by American Telephone and Tele- 
graph Company. It is understood that 
Morgan, Stanley Co., Inc., will head the 
underwriting group. This will be the 
largest single financing operation by an 
operating unit of the Bell system, being 
surpassed only by the large refunding 
transactions consummated by the parent 
company. 

The ,000,000 Montana- 
Utilities Company 44s of 1954, which 
were offered May 23rd by a syndicate 
headed by Blyth & Company, Inc., were 
quickly sold, going to an immediate 
premium of about three points. This 
was the first corporate financing in sev- 
eral weeks, and the coupon rate was 
especially attractive for a first mortgage 
issue. 
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Public offering has been made of 
$500,000 first mortgage 5 per cent Series 
A bonds of the Arkansas-Missouri 
Power Corporation, due 1957, and a 
block of 3,604 shares of 6 per cent cumu- 
tive preferred stock. The bonds were 
priced at 101 and the stock at $43.50. 
The securities offered had been owned 
by Middle West Corporation. 


ENTRAL Illinois Electric & Gas Com- 

pany (of the Central Public Utility 
ystem) proposes to issue $14,750,000 
frst mortgage bonds due 1964 and $3,- 
000,000 serial notes. A_ registration 
statement is in preparation. 

Rochester Gas & Electric Company, 
(Associated Gas system) on May 25th 
registered with the SEC $8,323,000 34 
per cent general mortgage bonds due 
1969. The First Boston Corporation 
will head the underwriting syndicate. 

Gulf States Utilities Company, a sub- 
sidiary of the Engineers Public Service 
Company, is considering retirement of 
its first and refunding 4 per cent bonds 
due 1966, outstanding to the amount of 
$27,300,000. 

Washington Water Power Company, 
controlled by American Power and 
Light Company, plans to refund its en- 
tire funded debt. It is expected to file 
a with the SEC a registration statement 
covering an issue of approximately $20,- 


Kankakee Water Company (Illinois) 
has filed a registration statement for 
$1,000,000 43 per cent first mortgage 
Series A bonds due 1959. 

New England Power Company pro- 
poses to purchase Bellows Falls Hydro- 
Electric Corporation at a price noi ex- 
ceeding $12,400,000 (with adjustments), 
only part of the price to be paid in cash. 
New England Power proposes in this 
connection to issue about $10,000,000 
frst 34s due 1969, and 150,000 shares of 
stock at $30 a share. 

New York Electric & Gas Corpora- 
ton on May 29th registered $13,000,000 
first mortgage bonds due 1964 and 60,- 
000 shares of 54 preferred stock. Glore, 
Forgan & Co. and First Boston Corpo- 
ration will head the bond underwriting. 
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Indiana & Michigan Electric Company 
(American Gas & Electric system) 
plans to place $22,500,000 first 34s due 
1969 with a group of fifteen insurance 
companies. The company also proposes 
to sell a $2,000,000 23 per cent promis- 
sory note due 1949 to the Bankers Trust 
Company, and 150,716 shares of com- 
mon stock to American Gas & Electric 
Company. 

West Texas Utilities Company has 
apparently abandoned its proposed offer- 
ing of $4,000,000 serial 2$-4 per cent 
debentures, a private banking arrange- 
ment being substituted. The $18,000,000 
first mortgage 3} per cent bonds due 1969 
were successfully offered June 6th. 


The Integration Program 


LECTRICAL World comments edi- 

torially as follows on the progress 
—or rather lack of progress—with the 
integration program (§ 11 of the Utility 
Act) at Washington: 


Because of the confusion within the SEC, 
it seems highly unlikely that any progress 
toward physical integration of holding com- 
pany properties can be made at this time. 
When the industry, which never liked the 
§11 or believed it constitutional, had 
brought itself around to trying to work out 
something that would be practical without 
resort to the courts, it then found chaos 
within the commission. 

Not only that, but it finds the ranks of 
that body’s employees being filled with pub- 
lic power advocates. It finds that the com- 
mission, instead of being an independent, un- 
biased regulatory body, is receiving its 
essential direction from the White House 
through the Cohen-Corcoran route. In its 
desire to codperate with the commission it 
gave considerable confidential information, 
only to find that it was not always so treated. 
Thus the commission as presently con- 
stituted has forfeited the confidence and re- 
spect that it once merited. 

There is no doubt but what the application 
of the Holding Company Act is one of the 
elements that is holding back progress in the 
utility industry. Companies are not going to 
spend money on a property that they may 
have to give up. Likewise, in more than one 
instance the close proximity of Federal 
power projects is making transfers of 
properties undesirable. 
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Surely the commission’s legal staff must 
know by this time that it is going to be al- 
most impossible to apply the act as written 
without the consent and codperation of the 
utilities. The act as a whole or its component 
parts, other than provision for registration 
and its separability from the other provi- 
sions, has never been adjudicated in the 
courts. When the Electric Bond and Share 
Case was before the courts the extent to 
which the government went to prevent a 
decision on the act as a whole, or even upon 
the “death sentence,” gave evidence of indi- 
cating that the commission’s own legal staff 
had little confidence in the constitutionality 
of the act in all its provisions. 

Until SEC straightens out its affairs and 
cleans house, the most that can be hoped for 
in the near future is possibly some simpli- 
fication of financial structures, with little or 
nothing in the way of property integration. 


¥ 


Investment Trusts Favor Utility 
Stocks 


RECENT tabulation of investment 

trust holdings by Post & Flagg 
indicates that since 1934 holdings of 
utility stocks have made the largest gains 
of any group. In 1934 only about 476,- 
000 shares of utility stocks were held, 
out of total holdings (for the companies 
analyzed), amounting to 5,842,000 
shares, while in 1938 1,598,000 shares of 
utilities were held out of a total of 6,- 
619,000 shares. Other groups which 
gained were aviation, building, ma- 
chinery, retail, mining, and oil; indus- 
tries which lost included chemical, 
amusement, food, liquor, automobile, 
rubber, rail and equipment, steel, to- 
bacco, etc. 


Corporate News 


Ww York city’s proposed purchase 
of B.-M. T. properties for $175,- 
000,000 has met with some opposition at 
recent hearings before the transit com- 
mission. Counsel Harry Sacher of the 
Transport Workers’ Union (CIO affili- 
ate) served notice that wage advances 
would be sought following unification. 
He held that much higher taxes on 
realty, a higher subway fare, or “in- 
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human” conditions for transit workers 
would result from unification on the pro 
posed basis. Norman Thomas also op 
posed the plan because it failed tg 
guarantee a 5-cent fare. Other opposi 
tion was registered because the pla 
“would plunge the city into debt.” 


The Federal Department of Justice is 
seeking the cooperation of the SEC i 
its controversy with Columbia Gas & 
Electric Corporation regarding contro 
of Panhandle Eastern Pipe Line Com# 
pany and Michigan Gas Transmission 
Corporation. The issue with Columbia 
Gas dates back to March, 1935, whe 
that company and Columbia Oil & Gaso 
line Corporation were charged wit 
violating the antitrust laws throug 
acquisition of Panhandle. A consent de 
cree was obtained to free Panhandle 
from Columbia control, but the depart 
ment concluded that the purpose of the 
decree was not being carried out, and has 
requested that other measures be taken 
A new method of solving the problem 
has recently been suggested whereby, i 
effect, Columbia Oil & Gasoline will 
turn over all its physical properties to 
Columbia Gas, retaining as its only assetj 
the stock interest in Panhandle. In pay 
ment for the oil and gasoline properties 
Columbia Gas would cancel the indebted 
ness of Columbia Oil held in the fort 
of debentures and participating pre 
ferred stock. It is also proposed that 
Panhandle Eastern take over Michigan 
Gas Transmission Corporation from the 
Columbia system, financing the pur 
chase through a bond issue. 


Atlantic Seaboard Corporation, whol 
ly owned subsidiary of Columbia Gas 
& Electric Corporation, plans to sell 
its holdings to Columbia and end its 
status as a subholding company. 


declaration by Southern Natural Gas 
Company regarding a reclassification of 
554,500 shares of its Class A stock and 
274,939 shares of Class B stock into 691,- 
970 shares of $7.50 par common stock. 
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By 


Electric Power in the City 
And on the Frontier 


TTENTION has recently been called 
A by so eminent a scientist as Dr. 
Robert A. Millikan, of the California In- 
stitute of Technology, to the parallel 
which exists between high national 
standards of living and the proportion- 
ate development of electric power. It has 
been observed that such high individual 
living standards go hand in hand with 
abundant utilization of electric energy 
and that in this respect the United States 
ranks far above the other nations of the 
world. 

But it is not generally realized that 
the electric power business is a veritable 
industrial chameleon and tends strong- 
ly to take on the attributes and coloring 
of the surrounding environment in which 
it is placed. The electric power business 
in New York city, for example, tends 
to become a stay-at-home citizen, as- 
suming its share, and perhaps more than 
its share, of civic responsibility and local 
interest. 

On the other hand, the electric power 
business in the Columbia river country— 
which has been called America’s last 
frontier—reveals, in its quest for more 
business and more customers, the go- 
getter personality of the frontier pro- 
moter. 

Such is the interesting comparison 
which can be drawn from two recent 
addresses by two executives of electric 
power companies situated in New York 
city and Portland, Or., respectively. 
The titles of the two papers (delivered 
within the same week over 3,000 miles 
apart) were indicative. Henry Ober- 
meyer, assistant vice president of the 
Consolidated Edison Company of New 
York, spoke on “The Civic Responsibili- 
ties of a Public Utility,” while Walter 
W. R. May, director of industrial de- 
velopment of the Portland General Elec- 
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tric Company, spoke in Seattle before the 
Fifth Pacific Northwest Regional Plan- 
ning Conference on “Migration and the 
Development of Economic Opportuni- 
ties in the Pacific Northwest.” 


M*; Obermeyer’s paper stressed, at 
the very beginning, the fact that 
when a utility undertakes to serve a great 
metropolis like the city of New York, it 
accepts a condition and assumes a re- 
sponsibility that is unlike that of any 
other type of business. Most businesses 
of the nonutility type can change their 
location to suit their policy or judgment. 
It may be more difficult for one type of 
business than for another, but even in- 
dustrial concerns with large plant in- 
vestments, such as textile companies, 
have been known to change their domi- 
cile from one state to another because of 
taxes, labor conditions, transportation 
costs, or for other reasons. 


But when a public utility once selects | 


the scene of its activities, it becomes part 
and parcel of a community. Its mains 
and cables are built into the physical 
structure of a city like the veins and ar- 
teries of the human organism. The die is 
cast and there can be no thought of 
pulling up stakes. If disaster strikes or 
depression threatens, the utility must 
keep doing business at the old stand, tak- 
ing the fair with the foul and the bitter 
with the sweet. 

Because, as Mr. Obermeyer points 
out, a big city utility’s investment is thus 
a “hostage to fortune,” it has, by the 
same token, “a special incentive for be- 
ing a good citizen interested in support- 
ing every worth-while, constructive ac- 
tivity.” The New York executive made 
another interesting comparison between 
the large metropolitan. utility and its 
brethren utilities serving the hinterlands, 
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fahich is perhaps generally overlooked 

mm, this day and age of “yardstick” ex- 
hibits and comparative rate surveys by 
le Federal Power Commission. Speak- 
ag of the inherent characteristics of 
New York city electric service, Mr. 
Obermeyer stated : 


As practical business men you will be in- 
terested in knowing what some of these are. 
For one thing there is the character of the 
population; that is, the way in which New 
Yorkers live. More than 75 per cent of our 
customers live in apartments, the majority 
in 3-, 2-, or even l-room apartments. 
They eat cut a great part of the time. The 
result is ti at a large percentage do not use 
enough electricity even to meet the cost, 
estimated at an average of about $1.08 a 
month, of keeping their accounts and service 
connections. There is no market among 
them for many types of electric- and gas- 
using equipment such as washers, ironers, 
dryers, and literally scores of conveniences 
conventionally found in private homes. Op- 
portunities for new business, to offset the 
cost of serving these so-called small users, 
must be looked for in other directions. 

Then there are the unusual, [ might say 
unique, problems connected with the estab- 
lishment of gas and power plants and the 
construction of distribution lines here in 
New York. The plants themselves occupy 
choice and highly assessed property on the 
river fronts where adequate quantities of 
condensing water are available and where 
immense amounts of coal can be delivered 
without paralyzing the already congested 
streets and highways of our city. 

Old pictures of New York, taken years 
ago when the consumption of electricity was 
hardly a fraction of what it is today, show 
certain intersections literally darkened by 
the maze of overhead wires strung from 
poles or from building to building. Since 
that time, except in outlying sections, these 
wires have been brought underground, even 
into the solid bed rock of Manhattan, where 
they now form an intricate network of cable 
and conduits extending in almost every di- 
tection. The city as we know it could not 
have survived under the old conditions; yet 
the method of change involved an enormous 
additional investment on the part of the 
company. 


f exe cost of living in New York is 
another factor. It results in the Con- 
slidated Edison system paying its em- 
ployees an average wage at least 10 per 
tent higher than the national average for 
the utility industry. But most striking of 
ill is the utility’s attitude towards its tax 
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burden which, in New York city, is also 
much higher than the national average. 
As a matter of fact, Mr. Obermeyer tells 
us that the Consolidated Edison system 
last year paid total taxes of more than 
$51,000,000, or nearly $1,000,000 a 
week, which represents over 21 cents out 
of every dollar of revenue. This tax bur- 
den has doubled in less than ten years. It 
is now equal to 61 per cent of the 
system’s employee compensation and 
equivalent to $4.48 a share on common 
stock (on which the shareholder, inci- 
dentally, receives only $2 in dividends). 

However, instead of crying out about 
the inequity of an insufferable tax bur- 
den, this big city utility seems to take 
pride in its “position to contribute so 
much to the economic well-being and so- 
cial services of the municipality, as well 
as the state, Federal, and county govern- 
ments.” It has even run paid advertise- 
ments in metropolitan newspapers point- 
ing out that Consolidated Edison’s tax 
payments to the city alone ($31,000,000 
last year) would pay half the cost of the 
police department or all of the cost of 
the fire department, or the department of 
sanitation, or almost one-fifth of the city 
public schools. 

Mr. Obermeyer pointed out that it 
would thus seem a good thing for the city 
to have in its midst a live, well-managed 
organization, active in promoting its 
business and thereby expanding the 
source and base of municipal tax re- 
ceipts, “even to the extent of vindicating 
the much maligned profit motive.” Mr. 
Obermeyer added: 


What has happened, as we might as well 
admit frankly and openly, is that the mod- 
ern utility, privately owned and operated, 
has become an unofficial tax collector for 
the government, constituted in such a way 
that the government not only escapes the 
onus that would normally fall upon it in 
that capacity, but permits it to be shifted to 
the company which, according to the rules, 
must absorb those taxes that are levied on 
it and assume them as part of the price 
charged for its services. We are used to 
thinking in big figures these days, but it 
might startle even a modern economic 
planner to realize that Consolidated Edison’s 
annual taxes of $51,000,000 are equivalent to 
two billion dollars of funded debt at 24 per 
cent interest. The city of New York alone 
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receives from the company an amount of 
taxes, based on the rate that they have to 
pay for money, that would be equal to over 
a billion dollars of assets. Nor is that all, 
for we should not ignore the fact that a 
great part of the $83,000,000 paid annually 
to the company’s employees is subject to 
taxes, as is the profit from materials we 
purchase as well as the interest and divi- 
dends paid on our securities. So when we 
come to compute all the taxes that these 
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Of course, we can see this picture 
somewhat in reverse as it affects the op- 
portunity for future reductions in rates 
for gas and electricity. However, in spite 
of rising taxes and increased cost of la- 
bor and materials, Consolidated Edison 
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has managed to keep its place in the gen- 
al downward march of electric utility 
rates nationally. The speaker made some 
interesting comparisons between the resi- 
dential rates of his company and those of 
yell-known publicly operated projects, 
assuming that the Consolidated Edison 
wuld apply its tax payments entirely to 
rate reductions. 


ow let us switch to electric power 
N as a territorial developer and as a 
procurer Of industrial migration. Mr. 
May of Portland General Electric Com- 
pany stressed five points in discussing 
the electric power factor in the develop- 
ment of the Pacific Northwest: 


1, That power will be a factor because 
“for fifty years it has been necessary to 
transportation, the greatest factor in de- 
veloping this last American frontier.” 


2. That those who believe power is 
going to be a cure-all for economic prob- 
lems of the Northwest are in for some 
disillusionment. 


3. That the problem of economic 
needs in the Northwest will be best ap- 
proached through codperation of the 
government and private enterprise, treat- 
ing power as an economic rather than a 
political factor. 


4. That the situation does not call for 
lax-destroying, confiscatory public own- 
ership experiments at the expense of ex- 
pansion of private enterprise. 


5. That Bonneville, the outstanding 
symbol of Northwest power, should be 
developed in line with the policy indi- 
cated by President Roosevelt in his fa- 
mous power policy speech of 1932. 


Elaborating on his first point, Mr. 
May stated : 


We may expect power to be a contributing 
factor in our future development in the 
Pacific Northwest: 

1. On the basis that the Federal laws pro- 
viding for the administration of Bonneville 
are interpreted so as to encourage rather 
than restrict the investment of private capi- 
tal in new industry and in the development 
of our raw materials and natural resources. 

2. On the basis that we so limit the serv- 
ices performed for the people by govern- 
ment that our taxes are not confiscatory. 

3. On a basis of using our Federal power 
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projects such as Bonneville and Grand 
Coulee as multiple purpose projects to aid 
navigation, open up new country, provide 
irrigation and contribute to economic thrift 
through control of floods and soil erosion as 
well as the generation of power. Politics 
should not obscure the real purposes of the 
projects. 

We may expect power to aid in the solu- 
tion of our industrial problems by attract- 
ing to the Pacific Northwest industries 
working in one or more of the following 
groups where power used at high demands 
and high load factors is a large, if not de- 
ciding, factor in the cost of the finished or 
semifinished product. 


Mr. May went on to give figures as to 
the amount and relative cost of electric- 
ity in the manufacturing of important 
mineral and metallic products and by- 
products. He warned that there is great 
danger of misleading the public by loose 
talk about the feasibility of moving in- 
dustries to the cheap power sites around 
Bonneville or Grand Coulee. Some of 
these industries which use power at a 
high load factor up to as much as 25 
per cent of the cost of their finished 
products, could not immediately afford 
to remove their plants to the Pacific 
Northwest or expand their operations 
with new ones, even “if power were 
given to them free at Bonneville or 
Grand Coulee.” 


Fr is necessary, therefore, to the present 
prosperity of the Pacific Northwest 
to avoid restricting and narrowing its 
present industrial tax base by confiscat- 
ing existing tax-paying industries. Mr. 
May referred to the “tax blight” which 
the TVA development has brought upon 
the states in the Tennessee valley area 
through the loss of tax revenues previ- 
ously paid by private electric utility com- 
panies acquired or about to be acquired 
for non-tax-paying government opera- 
tions. 

He emphasized also the importance of 
making wholesale industrial power rates 
attractive, as well as domestic residential 
rates. He stated: 

Unless industry—new industry—comes in 
apace to sustain the new migration, no new 
migration can swell the population fast 


enough to enable residential and rural con- 
sumers to utilize all of the 10 units at Bonne- 
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ville. Any five paper and pulp mills in the 
Portland area consume more electric energy 
than all the 100,000 customers, more or less, 
classified as residential consumers in the 
Portland area, notwithstanding the fact that 
the Portland residential average use is ap- 
proximately twice the national average. A 
comparable statement may be made of the 
situation in Seattle, Spokane, or Tacoma. 

At the present rates of $14.50 and $17.50 
kwy. respectively at dam and on transmis- 
sion lines, Bonneville power is the cheapest 
power at wholesale in the United States or 
Canada where a large demand and high load 
factor are possible. This is so because the 
rate is based on only 4/7 of the cost of the 
project, 3/7 being a gift to the people in the 
name of navigation, and because the project 
will not have to earn any taxes whatever and 
will pay interest at a low rate on only part 
of the investment. 

Since even this low wholesale rate means 
to small consumers, whose load factor is of 
necessity low, a retail rate not appreciably 
lower than they can buy on a kilowatt-hour 
basis today, no millennium in our power 
economics can be expected for those new 


residents of the area who are coming with 
the migration under consideration, As to 
industry, it is apparent after nearly a year 
of power availability at Bonneville, that 
there are economic and psychological fac. 
tors that have to be reckoned with. 


The speaker pointed out that the pro-§ 


spective power production of the Pacific 
Northwest, including Bonneville, Grand 
Coulee, and the increased capacity of 
Seattle’s Skagit plant, would soon be so 
great as to call for the utmost codpera- 
tion of all forces and the submergence of 
political power issues and prejudices in 
favor of sound economic practices and 
the codperative effort of private enter- 
prise and public facilities. The speaker 
concluded with some specific sugges- 
tions for mineral, chemical, and metal- 
lurgical industrial development in the 
Columbia river country. 
—F, X. W. 





Preventative Regulation Stressed by 


Federal Commissioner 


OMMISSIONER John W. Scott on 
April 19th told members of the 
Federal Bar Association at a luncheon 
held in Washington, D. C., that “public 
utility services, such as electricity and 
gas, are so essential to the public wel- 
fare—the comfort, prosperity, happiness, 
and improved standard of living of our 
citizens—and the monopoly profit motive 
so generally opposed to public interest, 
that there is no recourse but government 
action if the commonweal is to be pro- 
tected and the maximum public benefit 
achieved.” Mr. Scott continued: 


It would be most difficult to name any one 
thing, unless it be low cost housing, more 
conducive to a higher standard of living than 
cheap electricity. In the home, on the farm, 
in the factories—throughout industry and 
commerce—this invisible but potent force 
relieves drudgery and stimulates life and 
commerce. There can be no doubt that the 
nation which has an abundance of low cost 
public utility services has an economic ad- 
vantage and, at the same time, possesses 
great weapons of national defense. Because 
of the immense aggregations of capital rep- 


resented by utilities and the tremendous in- 


fluence and power such capital naturally § 


commands, the individual citizen and con- 


sumer is at a great—in fact, an insurmount- 


able—disadvantage in dealing with them 
alone. It is, therefore, a plain duty of his 
government to see that adequate service is 
available at a fair price. More, where private 


capital is unwilling or unable to make these J 


services generally available, it is the respon- 
sibility of a government concerned with the 
welfare of its people to satisfy the need 
directly. 


After reviewing the duties and respon- 
sibilities of the Federal Power Commis- 
sion in regulating electric utility and nat- 
ural gas companies throughout the 
country, Commissioner Scott pointed out 
that in recent years regulatory agencies 
have borrowed from the principles of 
preventive medicine and public health 
work and are trying innovations which 
have as their purpose the speeding-up of 
the regulatory process, and are stressing 
the prevention of abuses rather than 
correction after occurrence. Among 
these preventive measures, Commis- 
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sioner Scott said, are the Federal Power 
Commission’s adoption of a uniform sys- 
tem of accounts for electric utilities, 
regulation of securities, and the require- 
ment of comprehensive reports from 
utilities and the publication of worth- 
while statistics therefrom. He added: 


These preventive measures are not spec- 
tacular but, with sympathetic treatment by 
the courts, they should be most effective. 
The purpose, as I stated before, is to obtain 
reliable, factual data quickly in order to 
speed up the regulatory process. The ground 
work has been laid. A serious obstacle, how- 
ever, is the treatment of the regulatory proc- 
ess by the courts. If the so-called fair value 
theory of rate making is to include the con- 
sideration of the cost of reproduction new, 
then long, drawn-out, expensive, and time- 
consuming procedures, in which conjecture, 
speculation, and guessing play the predomi- 
nant roles, will be inevitable. 


OMMISSIONER Scott stated flatly that 
the Federal Power Commission had 
recognized the rule in Smyth v. Ames as 
unworkable and had taken the advantage 
on two occasions to urge the Supreme 
Court of the United States to permit in 
its stead the use of the prudent invest- 
ment theory. It so happened that one of 
these cases, Driscoll v. Edison Light & 
Power Company (28 P.U.R.(N.S.) 65), 
was decided by the Supreme Court on 
April 17th, just two days before Com- 
missioner Scott gave his address before 
the Federal Bar Association. 

It will be recalled that in that case the 
highest court, by a majority of 6 to 2, 
decided against repudiation of Smyth v. 
Ames as a controlling precedent in Fed- 
eral court cases involving the issue of 
utility rate making. 





National Guild Lawyers Consider Regulation 


LTHOUGH it has been some time since 
the annual meeting of the National 
Lawyers Guild Committee on Public 
Utilities at Chicago, those concerned 
with utility regulation will find of in- 
terest papers read before the commit- 
tee meeting, copies of which were dis- 
tributed more recently. The National 
Lawyers Guild, as most regular news- 
paper readers are aware, is an associa- 
tion of lawyers who feel that the older 
national professional group, the Amer- 
ican Bar Association, does not sufficient- 
ly express their more liberal professional 
attitude. 

The guild’s utility committee is head- 
ed by Harry R. Booth, counsel of the 
Illinois Commerce Commission and 
well known in regulatory circles. 

The first address of the committee’s 
session was by Abe Fortas, then as- 
sistant director of the public utilities di- 
vision of the Securities and Exchange 
Commission. Mr. Fortas, who has since 
shifted his official connection to the Pub- 
lic Works Administration, gave an in- 
teresting analysis of the Utility Holding 
Company Act, with special attention to 
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the controversial §11 (or so-called 


“death sentence” clause). 

Mr. Fortas emphasized that the act 
was set up to protect not only investors 
in holding and operating utility company 
securities, but the utility consumers as 
well. While this may seem superficial- 
ly incongruous, the speaker found that 
in the utility holding company situation 
there was a substantial community of 
interest between the investor and the 
consumer. He stated on this point: 


I am not prepared to say that in all in- 
dustries and at all times the interests of in- 
vestors and consumers are harmonious, so 
that a program of reform and regulation 
operates to the advantage of both. But I 
do say that this is the case in the electric 
and gas industries. The electric industry, 
particularly, is a growing one; there is sub- 
stantial reason to believe that the possibili- 
ties of increased use of power are very 
great. There exists in this country poten- 
tial consumer demand which may perhaps 
be compared to the demand for automobiles 
in the early days of mass production. I 
suppose that in the early days of the auto- 
mobile many believed that the interest of 
the investor and the entrepreneur was in a 
high unit price; that the interest of the con- 
sumer was in a low unit cost; and that con- 
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sequently the interests of the two were ir- 
reconcilable. Events proved that such people 
were taking a foreshortened view of the 
situation. Mass production and low unit 
price brought a mass market, and the com- 
bination of improved production methods, 
promotional distribution, low costs, low 
prices, and increased use brought good for- 
tune to investors and an improved standard 
of living to consumers, 

I think’ that this is a good analogy for the 
electric industry. The potential market is 
here; this country is power hungry and 
power conscious. Just as, in the old days, 
the remarkable progress of the early auto- 
mobile made the nation hungry for auto- 
mobiles, so today the marvels of technical 
achievement of the electrical industry have 
made us power hungry; and, as in those 
days, the snorting and explosion of an early 
2-cylinder horseless carriage made a na- 
tion automobile conscious, so today the 
rantings and roarings induced by the New 
Deal’s power program have made us power 
conscious. Similarly, too, the very best 
thing that can happen in the utility field is 
that the utility business be streamlined— 
that waste be eliminated, production be ra- 
tionalized, power be produced in great 
quantities, use of power promoted, and that 
costs and prices be slashed. I think it is 
clear that the result will be a very substan- 
tial increase in the use of power with bene- 
fits to both consumers and investors. 


R. Fortas conceded that the SEC 
was not directly concerned with 
rates, which is the regulatory function of 
its sister commission, the FPC. He add- 
ed that the proper administration of 
§ 11 (b) by the SEC would result in put- 
ting the industry in a position where it 
can sell and produce energy at low rates 
to a mass market. This would result from 
more efficient organization, or reorgani- 
zation, of the industry into economically 
integrated groups. 
The speaker reviewed the language of 
§ 11 (b) which requires utility holding 
companies to restrict their corporate 
control to one (or in special cases more 
than one) economically integrated sys- 
tem. He defined this term as applied to 
both gas and electric operations, but 
added that “‘the test of the permitted size 
of a holding company system is a com- 
ponent of engineering, economic, and 
operating factors . . . to be determined 
in light of the power economics of the 
area and the managerial realities.” 


Viewed in this light, the purpose and 
objective of §11 (b) of the Holding 
Company Act is to promote and to eer | 
together the most efficient combination 
of generating, transmission, and distri- 
bution facilities. 

It is not an easy task. It is simple 
enough in extreme cases, such as the 
fact that a holding company with most 
of its properties and personnel in one 
section of the country cannot efficiently 
control the operations of a utility system 
in another far distant section of the 
country. But in closer cases the decision 
as to what is and what is not economic 
integration is not always so clear. How- 
ever, this is the work which the SEC is 
trying to administer reasonably and 
equitably. Mr. Fortas summed up his 
views of § 11 as follows: 


In short, then, lookimg at the integration 
provisions of the act from a broad public 
viewpoint, I see the following benefits: a 
prohibition of the concentration of control 
over the vital electric and gas industries 
beyond the point of efficiency and economy; 
a grouping of these industries, in terms 
of centralized control, in such fashion 
as to permit effective local regulation of 
rates, financial and operating policies; a 
localizing of management so as to permit a 
greater degree of wise selfishness in the in- 
terests of the companies and the people they 
serve; and a great incentive to efficient and 
economic organization and development of 
the power resources of this country. I think 
it is not idle to predict that the successful 
consummation of this program will result 
in streamlining the production and distribu- 
tion of power; greater use of power at lower 
rates; and benefits to both consumers and in- 
vestors. 


if Pen second paper before the guild 
committee was the work of Com- 
missioner Robert A. Nixon, of the Wis- 
consin Public Service Commission, and 
consisted of a careful study into the his- 
tory, feasibility, operation, and legality 
of the so-called “profit-sharing” utility 
regulation. 

This species of quasi automatic regu- 
lation has become familiar to us here in 
the United States, as exemplified in the 
highly successful Washington plan, 
which is a sliding-scale arrangement 
superimposed upon a fixed rate base. 
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The Washington Pos 


HALLELUJAH, I’M A BUM! 


The profits over and above a given rate 
of return are shared between the utility’s 
investors and its consumers—the latter 
realizing their benefits in the form of 
rate reductions. 

Mr. Nixon went back to the start of 


profit-sharing regulation, which ap- 
peared to be in 1855, when it was applied 


to the Sheffield Gas Company in Eng- 
land. Because of its subsequent success 
and of the simultaneous failure of the 
London Gas Act of 1868, the general 
legislative policy of Great Britain from 
1875 to 1914 was to increase dividends 
as the price of gas went down, and to 
relate the dividend rate to the price. 
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Mr. Nixon reported that out of a total 
of 414 gas companies in England, Wales, 
and Scotland, 236 were operating on a 
sliding-scale or standard price and 
standard dividend plan. He noted that 
the companies operating under the slid- 
ing-scale plan were generally capitalized 
higher and charged less than the com- 
panies operating under the so-called 
maximum dividend set-up, which is the 
alternative method followed under 
British regulation. 

The speaker followed the progress of 
sliding-scale profit sharing through its 
application to electric companies in Eng- 
land and several unsuccessful local at- 
tempts in the United States, which 
generally ran afoul of the period of in- 
creasing operating costs during the 
World War. He reviewed the success 
of the Washington plan and the more re- 
cent installation of the so-called Detroit 
plan which applies to gas rates in the 
motor city. 

While Mr. Nixon agreed that the 
Washington plan deserved its reputation, 
he noted a couple of factors which con- 
tributed to that success: (1) That the 
nation’s capital has been growing at a 
tremendous rate, practically all of the 
growth being residential, and the city 
suffered little or no harm from the eco- 
nomic depression. (2) “It appears clear 
that the plan would have failed except 
for the energetic and able supervision by 
the public utilities commission” of the 
District of Columbia. 


M: Nixon pointed out that the big- 
gest obstacle to the installation of 
the Washington plan is to surmount the 
primary hurdle of obtaining an agreed 
rate base. Where legislation authorizing 
profit-sharing regulation is permissive, 
Mr. Nixon believed that it might be pos- 
sible for the interested parties to work 
out by negotiation an agreed frozen 
rate base. Further reservation of con- 
tinuing jurisdiction in the regulatory 
body would also avoid legal objections 
to bartering away the police power of 
the sovereignty. But where an attempt 
is made (as has been proposed in Massa- 
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chusetts) to impose sliding-scale regy- 
lation, with its accompanying fixed rate 
base, upon a utility without its consent, 
Mr. Nixon fears that legal complications 
might spoil the benefits of the plan. He 
concluded with some interesting statisti- 
cal tables on the Washington plan and 
included the text of sliding-scale legis- 
lation as enacted for the District of 
Columbia and Wisconsin, and as pro- 
posed in Massachusetts. 

The third paper before the National 
Lawyers Guild dealt with recent deci- 
sions in the field of public utilities. It 
was presented by W. Robert Ming, Jr., 
assistant professor at the Howard Uni- 
versity School of Law. Unfortunately, 
the principal significance of Mr. Ming’s 
speculation as to the likelihood that the 
present membership of the Supreme 
Court might repudiate Smyth v. Ames 
has been overshadowed by the more re- 
cent decision of the court in Driscoll z. 
Edison Light & Power Co. (1939), 28 
P. U.R. (N. S.) 65. 

Mr. Ming saw in this case (which was 
then pending) “a splendid opportunity to 
examine immediately the outworn, ir- 
rational dicta of Smyth v. Ames and 
to recognize the practical difficulties in- 


volved in public utility rate fixing.” We § 


know now, of course, that only Justices 


Frankfurter and Black took any such | 


view of the matter, which would seem to 
leave the “prudent investment” minority 
of the Supreme Court just about at the 
same strength as when Justice Brandeis 
wrote his celebrated concurring opinion 
in the Southwestern Bell Case, in which 
the late Justice Holmes joined. That 
was back in 1923. Of course, it may 
be that the new Justice Douglas will 
bring the minority up to three; and it 
may be that on a cleaner cut test, other 
members of the present court might 
balk at reaffirming Smyth v. Ames. So 
far it does not look as if the majority 
of the court is too much disturbed over 
the “outworn, irrational dicta of Smyth 
v. Ames.” 


M: Ming’s analysis of other cases 
seemed rather critical of the judi- 
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cial utterances of Mr. Justice Butler, and 
quite sympathetic with the more recent 
views on the general subject of utility 
regulation expressed by Mr. 
Black. 

Mr. Ming’s paper included a rather 
unique interpretation of Mr. 


Justice 


Justice 


Butler’s opinion in the Denver Union 
Stockyards Case as laying a possible 
foundation for comparisons of rates or, 
in other words, the establishment of the 
so-called “yardstick” method of fixing 
rates. 





Notes on Recent Publications 


Democracy Works. By Arthur Garfield Hays. 
Random House. Price $3. 

Arthur Garfield Hays, the well- known 
lawyer who is as articulate on the printed 
page as in the courtroom, is in his own way 
an American version of the late great 
English master of paradox, G. K. Chester- 
ton. His very career was an anomaly in 
that he has gained most of his notoriety 
defending left-wing agitators and then 
somehow cashing in on this publicity by ob- 
taining retainers as counsel for flourishing 
corporations. Of course, Mr. Hays could 
not do this if he were not in the bargain a 
shrewd and able corporation lawyer. 


In his recent volume, “Democracy Works,” 
this author demonstrates his unpredictable 
attitude in a number of ways. First of all, 
he takes the old cliché about Great Britain 
muddling through and plasters it on Ameri- 
can democracy. Starting with that some- 
what original grafting job, Mr. Hays runs 
through a crazy-quilt pattern of impressions 
about American institutions—social and po- 
litical. Like his more literary prototype, Mr. 
Chesterton, you just can’t put your finger 
on Mr. Hays. Although generally cata- 
logued as a liberal, he bobs up in the most 
surprising places, voicing sentiments that he 
might have copied out of literature from the 
defunct Liberty League. The net effect is 
somehow fascinating. 


For example, Mr. Hays praises the TVA 
and all its works and pomps with a fervor 
that could scarcely be exceeded by the Hon- 
orable John E. Rankin of Tupelo, Missis- 
sippi, and then tops that by coming out 
against the New Deal legislation for hold- 
ing companies. He is generally sympathetic 
with the Wagner Act but voices a fear of 
“government by commission,” which would 
move the dignified Lord Chief Justice of 
England to echo, “Here!” 


On one hand, he commends the graduated 
income tax as a means of checking concen- 
tration of capital for the perpetration of 
“leading families” and lesser dynasties of 
economic royalists; but on the other hand, 


he tells us that the graduated rates in the 
higher brackets are too stiff. 

With all its bombast and blunders, the 
author feels that the American labor move- 
ment is working out its own answer in its 
own way—muddling through. While these 
methods, such as the passing use made of 
the sit-down strike, may shock conserva- 
tives and earn the contempt of the more 
orthodox breed of radicals, Mr. Hays feels 
that the American proletariat, and to some 
extent his more comfortable middle-class 
neighbor, are working out the answers to 
American democracy in a way which will 
eventually be satisfactory to the people on 
this side of the pond. 


REPORT ON VACATIONS WITH Pay. Released 


by U. S. Bureau of Labor Statistics, Wash- 
ington, D. C. March 30, 1939. 

Not only is the practice of granting vaca- 
tions with pay becoming increasingly com- 
mon in manufacturing industries but, ac- 
cording to Commissioner Lubin of the 
Bureau of Labor Statistics, the policy is 
likewise becoming widespread for the wage 
earner and sales classes in many of the non- 
manufacturing industries. “Large numbers 
of the workers employed by public utilities, 
hotels and restaurants, brokerage and insur- 
ance offices, and even wholesale and retail 
establishments are today receiving annual 
vacations with pay,” Mr. Lubin said. 

“Of the major nonmanufacturing indus- 
try groups covered by the Bureau of Labor 
Statistics, paid-vacation plans are most com- 
mon in brokerage and insurance offices. Vir- 
tually all the workers employed by estab- 
lishments of this type get paid annual vaca- 
tions. Next in prevalence are the public 
utility industries. In this group, paid vaca- 
tions are almost universal in the telephone 
and telegraph, and electric light and power 
and manufactured gas industries. Paid an- 
nual vacations are not nearly so prevalent 
in the operation, maintenance, and repair of 
electric railroads and motor busses, where 
69 per cent of the employees work under 
paid-vacation plans.” 
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EEI Convention 


sn sora opening the seventh annual con- 
vention of the Edison Electric Institute 
in the main ballroom of the Waldorf-Astoria 
Hotel, Charles W. Kellogg, president of the 
association, told a representative cross section 
of officials and executives of the electric power 
industry that the “salvation” of the utilities 
rests largely in their hands. 

Mr. Kellogg reviewed events over the last 
year as confirming the established reputation 
of the industry for relative stability and spoke 
of the diminution of public ownership agita- 
tion as evidence of the fact that in 25 elections 
held since the first of this year, 14 communi- 
ties with a total population of 671,618 voted 
against such proposals, as against 11 places 
with a total population of 22,339 voting for 
such proposals. 

Mr. Kellogg’s address also touched on the 
continued downward trend of electric rates, 
the adequate power reserves of the nation 
with respect to national defense, and the in- 
creasingly effective work of the institute’s 
committees and the skilled salesmanship of 
the industry’s management by which it so far 
has been able to keep its essential earning 
power intact. 

Appearing on the program with Mr. Kellogg 
was Floyd L. Carlisle, chairman of the board 
of Consolidated Edison, who developed the 
idea that public ownership will never be suc- 
cessful in capturing the electric power in- 
dustry in the United States for the simple rea- 
son that our government could never afford 
it and American people would never stand for 
the outlay of possibly $15,000,000,000 that 
would be necessary to buy or duplicate the 
facilities of the private electric industry. 

Mr. Carlisle said that “the fear of a Euro- 
pean war and our possible involvement in it 
has undoubtedly played a considerable part in 
holding back our increased production” in 
this country. He expressed the hope that a 
balanced budget and the ultimate resumption 
of international commerce would enable us to 
solve our more obstinate economic problems. 

The convention also heard Lenox Lohr, 
president of the National Broadcasting Com- 
pany, discuss problems which face the new 
television art. Roy Wenzlick, president of 
Real Estate Analysts, Inc., criticized experi- 
mentation with planned economy. 

The electric utilities exhibit on the Plaza 
of Light at the World’s Fair was formally 


JUNE 22, 1939 


Events 


dedicated after the session of June 6th by 
Alfred H. Schoellkopf, president of the Elec- 
trical Utilities Corporation, who led utility 
executives and their guests through the Gen- 
eral Electric and Westinghouse exhibits and 
the electric farm on the fair grounds. 

On the morning session of the second day, 
Charles W. Kellogg was formally elected as 
the first paid president of the association, fol- 
lowing his resignation as chairman of the 
board of Engineers Public Service in order to 
devote full time to his new post. Howard S. 
Bennion was elected a vice president, as well 
as managing director—a post from which 
Bernard F. Weadock, who had served with 
the organization since its birth in 1933, re- 
signed to reénter the practice of law. Mae B. 
Woods was reélected secretary. 

General Charles Keller, a director of the 
Public Utility Engineering & Service Cor- 
poration, spoke on the second day of the meet- 
ing on the subject of electric power and the 
national defense. He declared that no power 
shortage is likely to result even in the event 
the United States becomes involved in war. 
The speaker added that under all circum- 
stances control over power production should 
rest with local operating utilities, with Wash- 
ington entering “to the least extent necessary 
to protect and supplement the supply of 
power.” 

Harris E. Dexter, vice president of the Cen- 
tral Hudson Gas & Electric Corporation, 
stressed the importance of the rural customer 
to the electric business, and pointed out that 
approximately 25 per cent of the population 
in the United States lives on farms and that 
only about one-fourth of farm homes are 
now connected to central station lines. 

C. M. Ripley, of the General Electric Com- 
pany, illustrated, by means of charts, the 
amount of work a kilowatt hour will perform. 

Speakers at the closing session included 
Elmo Roper, distribution consultant; H. M. 
Sawyer, vice president of the American Gas & 
Electric Company, and Adam S. Bennion of 
the Utah Power & Light Company. 

Thomas N. McCarter, chairman of the board 
of the Public Service Corporation of New 
Jersey, was the principal speaker at a lunch- 
eon meeting held on June 8th. 

Seven groups of awards and prizes for dis- 
tinguished accomplishment by companies and 
individuals in the electric industry in the past 
year were awarded following the final session 
on June 7th. 
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Senate Passes Norris Proposal 


ver the objections of U. S. Senator Pat 

Harrison, Democrat of Mississippi, the 
nate, by a 44 to 23 vote, recently approved 
ie Norris TVA rider to the administration 
ill removing the limitation on long-term 
ind issues, but maintaining the $45,000,000,- 
0 limit on the public debt. 
The amendment would authorize the Ten- 
xssee Valley Authority to issue $100,000,000 
of securities, proceeds from which would be 
wed for the purchase of existing power 
gcilities. Senator Norris stated that enact- 
ment of his amendment would permit con- 


Senator Norris said he believed his first 
il was being held up deliberately by the 
House Military Affairs Committee and that 
ie did not think that anybody was opposed 
fp it except Chairman May and some col- 
kagues. He said he wanted to get a vote 
inthe House in order that decision might be 
made one way or the other before June 20th, 
the deadline for a contract involving sale of 
(Commonwealth & Southern properties in 
Tennessee. 


EHFA Buys Sales Contracts 


By PURCHASE by the Electric Home and Farm 
: Pxuthority of instalment contracts covering 
gas appliances for domestic use would be 


started immediately, RFC Chairman Jesse 
Jones announced late last month. 

He said that the extension of EHFA’s serv- 
ice was “to aid small business further.” Jones 
reported that as of April 30th, EHFA had 
purchased 115,565 instalment contracts cover- 
ing electrical appliances from 2,947 dealers, 
aggregating $17,566,391, of which $9,103,889 
had been repaid. 


Duke Slashes Rates 


Be Duke Power Company’s latest rate 
slash will save its customers in the Caro- 
linas $1,509,000 a year, it was estimated re- 
cently. Reductions in North Carolina will 
amount to about $1,000,000 a year and in South 
Carolina will amount to about $509,000. The 
company has 154,275 electric consumers in 
North Carolina and 48,814 in South Carolina. 

The reduction, effective June Ist, was an- 
nounced the largest in the history of the North 
Carolina commission. 

Gas rate reductions, saving an estimated 
$55,000, were to go into effect at Raleigh, Win- 
ston-Salem, Greensboro, Salisbury, High 
Point, Mount Airy, and Burlington. Gas con- 
sumers in Spartanburg, Greenville, and Ches- 
ter, in South Carolina, will save about $18,000. 

The new residential electric scale will be: 
Minimum of 80 cents for the first 10 kilowatt 
hours ; 33 cents per kilowatt hour for the next 
40; 2 cents for each kilowatt hour over 50. 

The special residential electric rate for hot 
water heaters was not changed. It is 14 cents 
per kilowatt hour for the first 100, and one 
cent for each additional kilowatt hour, 


Alabama 


Loan Plea Approved 


TATE Finance Director A. R. Forsyth re- 

cently approved an application by the 
Tallapoosa River Electric Membership Corpo- 
ration for authority to borrow $325,000 from 
the Rural Electrification Administration for 
construction of a 370-mile power system to 
serve 1,121 consumers in five east Alabama 
My counties. 
= «=The Alabama Power Company opposed the 
petition in hearings before Forsyth, on the 
grounds the construction would not be “in the 


public interest” and that it already had sur- 
veyed and mapped plans for a system to serve 
a majority of the prospective consumers. 

The system would serve rural residents in 
parts of Randolph, Clay, Tallapoosa, Cham- 
bers, and Lee counties. Bonds would be issued 
by the Tallapoosa codperative and pledged to 
the REA as security for the construction 
funds. Interest would be at 2.73 per cent. 

This was said to be the first REA project 
to come before the state finance director since 
the legislature assigned to his office the duties 
of the old Alabama Public Works Board. 


California 


Senate Passes Bond Bill 


A™ inst charges that the Olson administra- 
tion was writing a state revenue bond act 
into the Central valley water project legis- 
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lation “under subterfuge,” the state senate on 
June ist approved the Pierovich bill, permit- 
ting the State Water Authority to issue $170,- 
se ai of revenue bonds. The vote was 24 
to 15. 
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The bonds may be issued to provide funds 
for the Central valley water project construc- 
tion and for establishment of municipal enter- 
prises in connection with distribution ‘of power 
from the Shasta dam. Democratic Senator 
Peter Myhand, of Merced, said he would ask 
reconsideration of the vote. 

The measure was declared by administra- 
tion forces to be necessary to the success of 
the project. 

Senator T. H. De Lap, of Richmond, said 
the Pierovich bill had circumvented the will 
of the people as expressed last fall in defeat- 
ing the state revenue bond issue. 


Public Ownership Bill Tabled 


HE state senate on May 25th dashed the 

hopes of public ownership advocates for 
the passage of enabling legislation when it 
voted 22 to 17 to table the Garrison revenue 
bond bill. Under its terms bonds could be 
issued by a majority instead of a two-thirds 
vote of the electorate. 

The motion was made by Senator T. H. De 
Lap, of Richmond, to head off the plea of 
Senator J, C. Garrison that the upper house 
consent to withdraw his measure from com- 
mittee. 

A similar bill by the Modesto senator, pro- 
viding for the issuance of revenue bonds to 
finance public utility projects, passed both 
houses of the legislature in 1937, was signed 
by the governor, but met death by referendum. 

Garrison rewrote the bill this year, how- 
ever, so as to apply the act only to the ac- 
quisition of water, power, and sewage disposal 
plants by a simple majority vote of a munici- 
pality or district. 

Pending before another senate committee 
was a revenue bond bill sponsored by Senator 
Roy J. Neilsen, of Sacramento, which would 
require a two-thirds vote. 

Secretary of Interior, also on May 25th, in 
a letter to Governor Olson, urged adoption by 
the state legislature of a program assuring 


public control of outlets for power from the 
federally built $170,000,000 Central valley 
water project. He said: 

“I realize, I know you realize, and I think 
that the people of California must realize tha 
it would be most regrettable if on the day that 
the Bureau of Reclamation announces that jt 
is ready to provide power from its generators 
at Shasta dam, only one party, and that a 
privately owned utility, should be in a posi- 
tion to take the bulk of the power, and, there- 
fore, one party would be able to dictate the 
terms of the sale and the amount of the bene- 
fits from the transaction which would he 
passed on to the citizenry of California.” 

Ickes recommended specifically that the 
state legislature immediately enact the two 
pending bills to effectuate a program such as 
a already been advocated by Governor 

son, 


Not to Appeal Case 


f Bx Pacific Gas and Electric Company re- | 


cently notified the state railroad com- 
mission that it had decided not to appeal the 
gas rate reduction ordered by the commission 
in 1933 and held in abeyance during litigation 
since that time. Result of the company’s deci- 
sion not to appeal the case was that about 
470,000 company customers who were supplied 
with natural gas between July 16, 1933, and 
April 30, 1936, would receive refunds of im- 
pounded revenues in excess of rates ordered 
by the state commission, and would also re- 
ceive interest on impounded revenues at the 
rate of 4 per cent annually. 

James B. Black, president of Pacific Gas 
and Electric, in telling of the company’s deci- 
sion, announced that refund checks would be 
mailed to customers as soon as checking of 
refunds was completed. He estimated that 
35,000,000 to 40,000,000 computations would be 
necessary to establish amounts of individual 
refunds and that several months would be re- 
quired to complete work. 


Louisiana 


State Joins FPC 


¢ & state public service commission re- 
cently reasserted its authority over the 
state’s two largest wholesale gas companies 
and announced it was proceeding jointly with 
the Federal Power Commission to effect rate 
reductions. 

The commission reaffirmed its previous 
orders classing both the Interstate Natural Gas 
Company, Inc., and the United Gas Pipe Line 
Company as public utilities and therefore sub- 
ject to the state commission’s jurisdiction. 
Both companies had appealed the commission’s 
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rulings, challenging its jurisdictional authority 
on grounds that each concern was neither a 
public utility nor a common carrier and each 
engaged in interstate commerce. : 

In its recent announcement the commission 
ordered the companies to make their books 
and records available to investigators for de- 
termining whether wholesale gas rates may be 
reduced to enable lowering of retail rates. 
Since the companies also challenge the Federal 
commission’s jurisdiction, court litigation on 
the jurisdictional issues was expected. 

The Interstate Natural Gas Company, Inc, 
was subsequently granted a restraining order 
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in Federal court at New Orleans by which the 
sate public service commission was enjoined 
from continuing its investigation of the com- 
gany. The United Gas has also filed suit ask- 


ing a declaratory judgment and permanent in- 
junction restraining the state commission from 
exercising jurisdiction over its rates and prac- 
tices. Both are Delaware corporations. 


Massachusetts 


Rate Boost Put Off 


HE proposed increase in gas rates in 
metropolitan Boston, sought by the Boston 
Consolidated Gas Company to become effective 
June 1st, was suspended further last month as 
aresult of a special act of the state legislature, 
extending until November Ist the date upon 
which the state public utilities commission 
must hand down its decision. 
The boost is being opposed by the city of 


Boston. The rate schedule was filed January 
lst, and was to become effective automatically 
unless the commission decided by June Ist. But 
the commission was tied up with other cases, 
particularly ouster hearings against former 
Director Frank E. Filey of the motor vehicle 
division aud Director John H, Backus of the 
securities division. 

The state legislature passed a special law, 
increasing from six to ten months the time 
limit allowed the PUC to decide a rate case. 


M ISSissipp1 


Get Power Rate Cuts 


eg pies June 26th, the Mississippi Power 
& Light Company will reduce residential 
electric rates in the city of Jackson and 300 
other communities it serves, Rex. I. Brown, 
president, announced last month. 

Marking the second rate slash in less than 
ayear, the reduction will amount to approxi- 
mately $265,000 annually. President Brown 
said that customers would also obtain 50 per 
cent more kilowatt hours to their monthly 
minimum. This revision would include 15 in- 
stead of 10 kilowatt hours, he said. 

The scheduled reductions, Mr. Brown said, 
mean “that customers will save approximately 
$500,000 on their electric service bills during 


the coming year, as compared with rates of 
only a year ago.” 

A reduction of more than $200,000 was 
made in rates last August. The new rate re- 
duction followed close on the heels of a con- 
tract signed between the city of Memphis and 
the Tennessee Valley Authority, wherein the 
Mississippi Power & Light Company is to pur- 
chase some “waste” power from the Ten- 
nessee Valley Authority. 

The decision to make the new rate reduction 
was done with the hope, Mr. Brown said, that 
by “intensively selling the many real benefits 
of cheap electricity it would be possible to in- 
crease use and thus help to offset the con- 
stantly increasing items of expenses and taxes 
and this loss in revenue.” 


Missouri 


Attacks Jurisdiction 


= for Union Electric Company of 
Missouri argued, in circuit court at St. 
Charles last month, that the court lacked juris- 
diction to issue a decree for forfeiture of the 
company’s charter, for violation of the Corrupt 
Practices Act. They spoke in support of a 
demurrer to the charter forfeiture suit filed 
against the company by Prosecuting Attorney 
David A. Dyer of St. Charles county. 

Dyer’s suit was based on the company’s ac- 
tion, exposed by the St. Louis Post-Dispatch, 
in contributing to campaign funds of candi- 
dates in St. Charles municipal elections, and 
in placing a writer for the company, in the 
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guise of a reporter, on the staff of the St. 
Charles Cosmos Monitor. 

It will be July 9th before the case reaches 
the court for a decision. 

The SEC on June Ist announced that it 
would forego, at least for the present, the 
intended public investigation of Union Elec- 
tric, but would proceed with its private inquiry 
into political activities and business practices 
of the company. The SEC also reserved the 
right to publish a report of its findings “as to 
the guilt or innocence of parties involved,” 
and to take such other action as the facts may 
warrant. 

The company would withdraw a suit it had 
filed in U. S. District Court of the District of 
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Columbia to enjoin the commission from pro- 
ceeding with the public investigation and 
challenging constitutionality of the scope and 
methods of the inquiry. - 


Tax Laclede Gas 


A BILL levying a 5 per cent license tax on 
gross receipts of the Laclede Power & 
Light Company was passed recenty by the St. 
Louis Board of Aldermen. Suits resisting the 


city’s effort to levy a 5 per cent tax on the 
company’s receipts, as an occupational tax use 
of city streets, were pending in the State 
courts. 

The company contended that it was given 
the right to use city streets for distribution of 
gas for lights or for any substitute for gas 
under its original franchise. 

By levying a license tax, the city hopes to 
collect a 5 per cent tax from the company even 
if it loses the pending suits, it was said, 


Nebraska 


' Power Uprising 


(panne attempt to prevent the hydros from 

purchasing the properties of the Nebraska 
Power Company without a vote of the people 
of the metropolis, ran into sharp defeat re- 
cently, although Senator Thomas made a 
valiant fight. His motion to require the public 
works committee to forthwith report out a bill 
capable of carrying the Omaha proposal was 
defeated 7 to 14 with twenty-two members not 
recorded. The Douglas county delegation of 
seven stood together but failed to muster addi- 
tional recruits. 

It was remarked that the May 29th dinner 
given at Lincoln to legislators by Omaha busi- 
ness men failed to produce pay dirt, although 
the dinner itself received commendation. 
President C. B. Fricke of the Loup River Pub- 
lic Power District charged the dinner and the 
resulting effort of Senator Thomas to raise 


L. B. 391 from the standing committee were 
devices by the Nebraska Power Company “to 
impede the public power program in Ne- 
braska.” Senator Thomas stated: 

“This probably is my swan song. My pur- 
pose is to try to bring out a bill for amend- 
ment to provide that no public utility shall ac- 
quire a public utility in a metropolitan city 
without a vote of the people. The people of 
Omaha feel intensely on the subject. In event 
of public district or municipal ownership, it 
means loss in tax revenue to the state, the city, 
and other subdivisions of approximately three- 
quarters of a million dollars annually. It will 
mean a serious tax readjustment. This is not 
a power-inspired movement. I take full re- 
sponsibility for it. It is prompted entirely by 
the wishes of the people of Omaha who are 


not ready for public ownership. The matter of 
purchase involves a tremendous expense—30 | 


to 50 million dollars.” 


aa 
Ohio 


Complaint Filed with FPC 


TT first important step toward getting in- 
formation to aid the Columbus city council 
in negotiating a new gas rate ordinance to be 
submitted at the November election was taken 
late last month by City Attorney John L. 
Davies, who filed a complaint with the Federal 
Power Commission at Washington. 

In the complaint of the city of Columbus 
against the United Fuel Gas Company, it was 
alleged that the rate charged by that corpora- 
tion to the Ohio Fuel Gas Company for natural 


gas sold in Columbus was excessive, unjust, 
unreasonable, and discriminatory. 

As the city attorney said, this was a vital 
step in determining what the rate should be 
at the Ohio river for gas purchased by the 
Ohio Fuel Gas Company from the West Vir- 
ginia company. Both are subsidiaries of the 
Columbia Gas & Electric Corporation. 

The present 48-cent gas rate ordinance was 
for a 5-year period which expires right after 
the November election, and a new ordinance 
must be submitted to the people by city council 
sixty days before the November election. 


ae 
Oklahoma 


Gas Rate Probe Sought 


A RESOLUTION asking the Federal Power 
Commission to investigate rates of the 
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Lone Star Gas Company was recently agreed 
upon by the state corporation commission, The 
state senate passed a resolution in the last ses- 
sion asking an investigation of the rates and 
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Commissioner Ray O. Weems said the com- 
nission resolution would supplement it. 

The Lone Star Gas Company, a subsidiary 
of the Lone Star Gas Corporation of Penn- 
ylvania, furnished gas to the Community 
Natural Gas Company. 


A reduction was ordered in 1933, but de- 
feated when the company appealed to the state 
supreme court. Later a small reduction was 
made by agreement, but the senate and com- 
mission seek a complete investigation of the 
interlocking companies and rates charged. 


Oregon 


State Law Held Bar to REA Aid 


INANCING provisions of Oregon law made 
F it impossible for the Rural Electrification 
Administration to assist in the purchase and 
construction of transmission systems by pub- 
lic utility districts in that state, REA officials 
said recently in a letter to U. S. Representative 
Walter M. Pierce, Democrat of Oregon. 

Pierce had sought REA’s help in speeding 
up the distribution of power now being de- 
veloped at Bonneville dam. He had asked the 
REA to determine whether the Oregon Public 
Utilities Act was sufficiently broad to permit 
its participation in a financing program. 

The agency advised requirements for the 
fnancing of funds at the time of the sub- 
mission of bids would preclude any Federal 
help. It said, however, it could continue to 
assist coOperatives now organized under the 
PUD Act to build rural distribution systems. 


Revenue Bonds Approved 


HE city of Cascade Locks was given au- 

thority by the state supreme court on May 
31st to issue $90,000 in revenue certificates to 
enable the city to acquire an electric power 
plant and distribution system. 

The high court, upholding Judge Fred W. 
Wilson of Hood River county, ruled, how- 
ever, that the bonds must be advertised for 
sale, and must not be sold for less than 95 
per cent of their face value. 

These provisions were not carried out when 
the city council decided to issue the certificates, 
which would be paid off by electric power 
revenues. The city brought the test suit against 
City Recorder W, J. Carlson. 

The high court also held that the revenue 
certificates were not subject to a state con- 
stitutional provision limiting the bonded in- 
debtedness of cities. 


P ennsylvania 


PUC Abandons Gas Cases 


fies state public utility commission recently 
dropped rate complaints against 97 natural 
gas companies in western Pennsylvania, re- 
taining only seven cases against the largest gas 
companies, 

The commission closed the 97 rate cases— 
started two years ago—because of lack of per- 
sonnel to carry them on and because of objec- 
tions of some members of the state commission 
to the plan of carrying on a large number of 
rate cases at one time. 

Under the new plan the commission will 
push rate complaints against the seven principal 
natural gas companies for a time, and later 
probably will center its efforts on only one 
case—that of the Peoples Natural Gas Com- 
pany of Pittsburgh. 

The rate cases still being prosecuted involve 
the following utilities: 

Peoples Natural Gas Company, Pittsburgh, 
which proposed a $1,263,000 increase in rates, 
in the face of the commission’s complaint. 
The company has 124,304 customers in Al- 
legheny, Armstrong, Beaver, Blair, Cambria, 
Clarion, Fayette, Greene, Indiana, Lawrence, 
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Washington and Westmoreland counties. 

Manufacturers Light & Heat Company, 
Pittsburgh, 112,616 customers in Allegheny, 
Beaver, Butler, Greene, Lawrence, Mercer, 
Venango, and Washington counties. 

Equitable Gas Company, Pittsburgh, 181,472 
customers in Allegheny, Armstrong, Greene, 
Washington, and Westmoreland counties. 

T. W. Phillips Gas & Oil Company, 24,369 
customers in Allegheny, Armstrong, Butler, 
Clarion, Indiana, Jefferson, and Westmoreland 
counties. 

Pennsylvania Gas Company, 37,893 cus- 
tomers in Erie, Forest, and Warren counties. 

United Natural Gas Company, 53,212 cus- 
tomers in Butler, and eight other counties. 

North Penn Gas Company, serving northern 
counties. 

The commission originally had sixteen engi- 
neers and seven other employees assigned to 
the rate investigation of all natural gas com- 
panies. 


Commission Employees Dropped 


Oo hundred and eighteen employees of the 
state public utility commission were re- 
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cently dropped from the state payroll, and 
seventy-five to eighty of the 366 remaining 
employees were given reduced pay in an effort 
to meet the budget requirements of Governor 
James. 

This was not the end of the dismissals in 
the commission, it was said, which, since the 
change in administrations, has fired 365 per- 
sons. The present personnel of the state com- 
mission is based on an expected biennial ap- 
propriation of $1,800,000, the amount recom- 
mended by Governor James in his budget. The 
house passed the general appropriation bill 
with an item of $1,400,000 for the commis- 
sion; the senate restored this to $1,800,000, 
and the conference committee on the bill re- 
duced the sum to $1,700,000. 


Pay Assessments 


N orders of officers of the Associated Gas 

& Electric Company, of New York, nine 
subsidiaries of the company operating in 
Pennsylvania have paid to the state public 
utility commission a total of $23,522.49 in 
assessments, it was announced recently by 
Chairman D. J. Driscoll, of the commission. 

The Pennsylvania companies were also di- 
rected to discontinue all court litigations in 
which the subsidiaries challenged the con- 
stitutionality of the 1937 act of the state legis- 
lature which gives the commission authority to 
levy and assess public utilities with the ex- 
penses incurred by commission employees in 
investigations of utilities. The discontinuance 
of court action leaves this phase of the law 
uncontested, it was said. 

Chairman Driscoll disclosed that since June 
1, 1937, when the law went into effect, 75 
utilities have paid an aggregate of $213,074.92 
in assessments. 


Flood Plan Restricted 


Fees to restrict the Federal government in 
plans for flood control dams in Penn- 
sylvania was recently reported on the way to 
becoming state law. Given final approval by 
the state legislature, the measure, which virtu- 
ally writes into the law Governor Arthur H. 
James’ objections to Federal flood control 
plans, awaited the governor’s signature. 

Sponsored by Representative Wrayburn B. 
Hall, Republican of Potter county, and sup- 
ported by Republican majorities in senate and 
house, the bill would regulate the use of waters 
impounded by Federal flood control dams and 
— their use to flood control and stream 

ow. 

The measure thus would, if effective, block 
any possible use of the impounded water for 
hydroelectric purposes, without the consent of 
state officials—an objective of Governor 
James’ flood control policy. 

An amendment to the Flood Control Law 
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of 1936, giving the State Water and Power Re- 
sources Board power to act on flood contro} 
the Hall bill provides: 7 

“The board may not approve or consent to 
the use by the Federal government of the 
waters impounded in any Federal flood con- 
trol reservoir for a purpose other than flood 
control or for the control, preservation, and 
regulation of the flow of rivers and streams, 
unless the general assembly shall have first con- 
sented thereto.” 

The bill provides also that the board may 
sell property acquired by the state for flood 
control purposes, but no longer needed, subject 
to the approval of the governor, but provides 
that no state properties can be acquired by the 
Federal government unless the board consents, 


PUC Bill Loses in Senate 


TS state senate last month voted down a 
bill to give Governor Arthur H. James 
power to dismiss members of the state public 
utility commission for political activity, and 
enable confirmation of commissioners by a 
majority senate vote, instead of two-thirds, 

The measure was aimed at Commissioner 
Thomas C. Buchanan, of Beaver, Democratic 
leader in Beaver county, who was active in last 
year’s state campaign. Mr, Buchanan had pro- 
tested to the American Bar Association against 
Mr. James’ action in keeping his seat in the 
superior court while campaigning for governor. 

Originally introduced and approved in the 
house, the bill was defeated in the senate by a 
vote of 19 to 25 in what was reported as an 
agreement between senate Republicans and 
Democrats, through which John Siggins, Jr., 
of Warren, James’ appointee, was confirmed as 
a member of the state utility commission. 


Dividends Ordered Delayed 


= state public utility commission recently 
prohibited the Edison Light & Power Com- 
pany, of York, from paying dividends until 
it had determined the amount of refunds due 
under a temporary rate order upheld by the 


United States Supreme Court. 

The utility was authorized to pay $75,000 to 
the York Railways Company on intercorporate 
indebtedness, but was directed not to dispose 
of any presently held railway bonds without 
commission approval. 

New rates were instituted by the Edison 
Light & Power Company last May Ist designed 
by the state commission to save customers 
$435,000 a year. The order made the reduced 
rates retroactive to December, 1937. Follow- 
ing further investigation, the commission 
would issue an order or payment of refunds. 
The temporary rate order, first made in 
November, 1937, was tied up in litigation by 
the utility until the Supreme Court finally 
determined its status recently. 
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Santee-Cooper Bill Wins 





od otH houses of the state general assembly 
nd B last month approved the Santee-Cooper 





land-acquisition bill, thus ending a long and 
stubborn fight over whether the project au- 
thority should get fee simple title to the lands 
it would condemn for the $40,000,000 power 
development. 

The senate judiciary committee acted first, 
restoring to the bill the provision that fee 
simple titles must be given. It had been taken 
out previously by the house. Then the senate 
passed the bill as favorably reported by the 
judiciary committee and sent it to the house 
of representatives. 

The house, reversing its previous action, 
concurred in the senate amendment which re- 
stored the fee simple provision. The bill was 
sent to the governor, who, it was said, was cer- 
tain to sign it. Representative Marion F. 
Winter of Berkeley, while saying he did not 
like the fee simple idea, pleaded for the provi- 
sion on the grounds that it was the only way 
to assure the project. 

The authority’s officials and attorneys main- 
tained this action would hasten the acquisition 
of land for the project. Landowners had op- 
posed the fee simple provision, having asked 
that they be required to give only easements. 


Law Used as Model 


outH Carolina’s new codperative rural elec- 

trification law recently won commendation 
from the Federal REA in Washington and 
was expected to be used as a model for other 
states, according to Representative Herbert E. 
Gyles, of Aiken, one of the moving spirits for 
the legislation. 





































Expects Special Session 


ous Senate Speaker Blan Maxwell of 
Shelby county recently said it was his 
“personal opinion” that a special session of the 
State legislature would be held some time 
after adjournment of the present session of 
Congress. 

Maxwell said action by the general assembly 
appeared necessary to carry out plans to re- 
place taxes which would be lost through the 
sale of private utilities to the Tennessee Valley 
Authority and municipalities. 

TVA Director H. A. Morgan, in a state- 
ment released by Governor Cooper early last 
month, suggested that legislative action would 









THE MARCH OF EVENTS 


South Carolina 


Tennessee 
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Following organization of a codperative sys- 
tem in Aiken county, Representative Gyles be- 
came interested in making it easier for other 
counties to enjoy the codperative plan. Repre- 
sentative Gyles said 

“We had to go to unusual ends to make our 
cooperative plan in Aiken legal, and the new 
law simplifies the process. The object is to 
permit the formation over South Carolina of 
coéperative, nonprofit organizations for the 
purpose of supplying electric energy to mem- 
bers of the codperatives in rural areas.” 

Five or more persons may form such co- 
Operative organizations and only those persons 
served may be members. A codperative plan 
may be managed by as few as five trustees and 
only a vote by the members can authorize pay- 
ment of a salary or other expenses. Initiative 
among members is accomplished by allowing 
any member to propose any program he may 
have in mind. 

The act expressly provides that it shall not 
be under the jurisdiction nor subject to the 
public service commission. The commission, it 
is set forth, is for regulation of public utilities 
financed by private capital and entitled to a 
fair return on investments. 

The cooperatives, until other sources may be 
made available, will buy their power from 
public utility companies. Under the law, how- 
ever, the cooperatives may generate their own 
electricity, and the distribution lines they es- 
tablish will be financed by money from the 
Federal agency on long terms at low rates of 
interest, the loans to be paid back from income 
of the codperatives at low rates. 

The cooperatives also are given the right to 
engage in the sale of appliances, fixtures, 
plumbing, refrigeration plants, etc., on long 
terms at low rates of interest. 


be necessary to distribute payments from the 
authority to the counties involved. Action by 
Congress was being: sought to enable the TVA 
to increase its payments to the state, and should 
it be favorable to Tennessee, it was Maxwell’s 
contention “we will need an aiding act” to de- 
termine the methods of distributing the funds 
to the counties. 

He added, however, that probably several 
months would be required to study the con- 
gressional action. 

Administration officials were said to have ex- 
pressed hope that the issue could wait until 
the 1941 legislature or otherwise be avoided, 
and Governor Cooper has belittled rumors of 
a special session. The governor declared he 


JUNE 22, 1939 


























PUBLIC UTILITIES FORTNIGHTLY 


did not contemplate an extra session unless it 
was found later to be “absolutely necessary.” 
The counties face a tax loss of approxi- 


mately $2,000,000 a year, it has been estimated, 
while the state’s anticipated loss has been set 
at between $1,000,000 and $2,000,000. 


ye 
Washington 


Court Upholds Ruling 


HE ew state supreme court recently upheld a 
ruling by Whatcom county superior court 
which held that property within the cities of 
Blaine and Sumas cannot be taxed by the 
county public utility district for the purpose of 
establishing, acquiring, or operating electrical 


distribution systems within those counties, 

The utility district proposed to levy a 2-mill 
tax upon all property within the county to be 
used in the acquisition of utility properties, 
The court held that the district could levy 
taxes upon the cities for other purposes set 
forth in its budget, but not for the primary 
purpose of acquisition. 


ye 


Wisconsin 


Assembly Votes Abolition 


A of the long dormant state utility 
corporation was voted, 54 to 32, by the 
state assembly last month. 

The corporation was created in 1931 under 
former Governor Schmedeman with general 
powers to survey utility resources, provide 
information to municipalities regarding acqui- 
sition of utilities, aid formation of power dis- 
tricts, and acquire property for the state when- 
ever acquisition was “not repugnant” to the 
state Constitution. 

Granted only $850 a year, the corporation 
had been a dead letter since its inception, When 
former Governor La Follette sought to launch 
his power program it was decided the state 
utility corporation’s powers were too re- 
stricted, and the Wisconsin Development Au- 
thority was created instead. The WDA also 
was repealed in this session. 

The bill repealing the utility corporation 
section, introduced by Assemblyman Charles 
Judd, Republican of Milwaukee, was opposed 
by Progressives and a few Republican farmer 
assemblymen. The repealer must be concurred 
in by the state senate. 


Senate Concurs in Co-op Bill 


FTER rejecting all amendments, the state 
A senate last month voted, 29 to 2, to concur 
with assembly passage of a bill to aid rural 
electric codperatives by requiring them to pay 
3 per cent of their gross receipts in lieu of all 
other taxes. Only Senators Joseph E. Mc- 
Dermid, Progressive of Ladysmith, and Mor- 
vin Duel, Republican of Fond du Lac, voted 
against final passage of the measure. 

Senator McDermid led the fight against the 
bill and supported Duel’s motion that the bill 
be laid over until the return of Senator Ken- 
neth S. White, Republican of River Falls. The 
senate refused io delay action, 16 to 15. 
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The White substitute amendment to make 
the bill apply to private and municipal utili- 
ties on rural lines was defeated, with only 
McDermid and Duel favoring the amendment. 
McDermid then sought to amend the bill to 
require the codperatives to pay 6 per cent in- 
stead of 3 per cent of their gross receipts, and 
again the senate rejected the amendment, with 
McDermid and Duel voting for the amend- 
ment. 

An amendment offered by Senator Bolens, 
Democrat of Pt. Washington, to reduce the 
requirement from 3 per cent to one per cent 
was rejected, 

Governor Heil on June 2nd signed the 
measure. 


Assembly Kills Power Plan 


A JOINT resolution to amend the Constitution 
to give the state the right to go into the 
power business was defeated, 52 to 32, in the 
state assembly last month. 

Under the proposed constitutional change, 
if the state wanted to enter the power field it 
would not have to act through an instrumen- 
tality such as the Wisconsin Development Au- 
thority. It could acquire power sites and oper- 
ate plants as a state activity. 

Defending the resolution, its author, Assem- 
blyman Andrew Biemiller, Progressive of 
Milwaukee, said that under public ownership 
cheap electricity can be brought to the people. 
Municipal plants always have the lowest rates, 
and usually force private utilities to drop 
their rates, he asserted. He attacked the 
“chicanery” of private utilities and the manner 
in which “holding company is piled upon hold- 
ing company.” 

Countering, Assemblyman Charles Budlong, 
Republican of Marinette, declared that the 
reason municipal plants have lower rates is 
they get electricity from water power sources 
and “water power is cheaper.” 
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The Latest 
Utility Rulings 


Exemption from Requirements of Public 
Utility Holding Company Act 


HE Securities and Exchange Com- 

mission, in considering the com- 
bined applications of the Manufacturers 
Trust Company, the Utility Service 
Company, and the Eastern Minnesota 
Power Corporation, all affiliated com- 
panies, for exemption from the provi- 
sons of the Public Utility Holding 
Company Act, discussed the require- 
ments for exemption in such cases. Ex- 
emption was granted to the Manufactur- 
ers Trust Company and denied to the 
others. 

The Manufacturers Trust Company 
had acquired holdings in public utility 
corporations as a result of original loans 
or of protecting the security of those 
loans after default had occurred and 
realization on collateral became neces- 
sary. Additional investments had been 
made primarily because they were con- 
sidered good business in connection with 
the other investments. These latter in- 
vestments, in the opinion of the commis- 
sion, could not be said to be strictly “for 
purposes of liquidation in connection 
with a bona fide debt” within the mean- 
ing of § 3 (a) (4) of the act. Neverthe- 
less, exemption was granted with the 
statement : 

In the present case, Manufacturers’ ac- 
quisitions in connection with the loans were 
sufficient by themselves to make it a holding 
company; the amount of the additional in- 
vestments is such that it would not itself 
have constituted applicant a holding com- 
pany; and it is so small in comparison with 
the other securities directly acquired in con- 
nection with the liquidation that it has no 
appreciable effect in constituting applicant 
a holding company. Accordingly, it is our 
opinion that Manufacturers Trust Company 
may properly be held temporarily a holding 
company solely by reason of the acquisition 
of securities for purposes of liquidation in 
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connection with the debts contracted in 
favor of Manufacturers’ predecessor bank. 


The Utility Service Company, how- 
ever, was denied exemption as it had 
been organized primarily to act as a 
holding company for the bank’s equity 
interest in public -utility securities. It 
had itself at no time made loans upon 
which it was later required to realize on 
collateral. 

Its acquisitions, while they had been 
made for the purpose of enabling 
the Manufacturers Trust Company to 
liquidate the latter’s loans, were not 
made for the purpose of liquidation 
of debts contracted in favor of Utility 
Service Company. Accordingly, the com- 
mission held that it was not entitled to an 
exemption under § 3 (a) (4), both be- 
cause it was not temporarily a holding 
company and because its acquisitions 
were not made for purposes of liquidat- 
ing debts contracted in its favor. 

It appeared that the Eastern Minne- 
sota Power Corporation, desiring exemp- 
tion pursuant to § 3 (a) (2), was not 
“predominantly a public utility company 
whose operations as such do not extend 
beyond the state in which it is organized 
and states contiguous thereto,” since it 
owned and controlled a subsidiary which 
was a larger operating company than the 
parent corporation itself. Even though 
preferred stock, because of arrearages in 
dividends, had a voting power, it was 
said that the control and management of 
the parent corporation had not been af- 
fected by this voting power in view of its 
being scattered in relatively small hold- 
ings. Re Manufacturers Trust Co. et al. 
(File Nos. 31-183, 31-178, Release No. 
1504). 
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Minimum Charge Prohibition Unconstitutiona 
When It Prevents Adequate Return 


mN Oklahoma statute prohibiting gas 
utilities from making a fixed mini- 
mum charge and providing that the con- 
sumer shall be charged only for the gas 
used or consumed as registered by the 
meter, according to a ruling of the su- 
preme court of Oklahoma, is in itself 
constitutional, but where it is made to 
appear that a flat meter rate sufficient to 
return a fair profit is, for economic rea- 
sons, impossible of establishment with- 
out a service charge, operation of the 
statute must in the particular case be sus- 
pended in order that the utility’s constitu- 
tional guaranty against the taking of its 
property without due process of law 
may be safeguarded. 

The commission, in obedience to the 
statutory prohibition, had refused to per- 
mit a fixed minimum charge for gas, but 
it had also found that an increase in the 
flat meter rate sufficient to bring a fair 
return would be unduly burdensome 
upon that class of consumers who use 
reasonable quantities of gas. Therefore, 
a higher rate was denied. The court re- 
versed the commission decision and re- 


e 


manded the case for further action, 
The court said that if at any time the 
flat rate as fixed by the commission will 
not permit a fair return, the enforcement 
thereof would be to violate the utility’s 
constitutional guaranty. Likewise, if a 
maximum flat rate sufficient to render 
the proper return is impossible of pro- 
mulgation by reason of some restrictive 
statute, the latter must be cast aside in 
favor of the constitutional guaranty. 
The statute, if in force, would deprive 
the utility of all opportunity to realize 
the return to which it is entitled, for the 
commission would be rendered powerless 
to afford it relief. The court concluded: 
The company must be authorized to col- 
lect, in addition to the flat meter rate to be 
designated, a fixed monthly service charge, 
or, in the alternative, to render and collect a 
minimum monthly bill from those consum- 
ers who fail to use the minimum volume of 
gas to be named by the commission, the 
alternative to be dependent upon the circum- 
stances as disclosed upon hearing. 


Avant Gas Service Co. v. Oklahoma Cor- 
poration Commission et al. 89 P. (2d) 
291. 


Mergers and Security Issues Approved over 
Objections by City 


po ers Pennsylvania commission ap- 
proved mergers of water utility 
properties and franchises and the issu- 
ance of securities by the merging com- 
pany over protests by the city of Pitts- 
burgh. The city objected that this would 
interfere with a contemplated plan for 
condemnation of the properties, and 
further that the applications should be 
refused unless their approval would re- 
sult in the immediate reduction of rates. 

Approval of the merger, in the opinion 
of the commission, would not prejudice 
proceedings by the city to condemn the 
property. Moreover, a rate case was 
pending against the merging company, 
the larger of the companies involved, and 
JUNE 22, 1939 


the commission was of the opinion that 
the acquisition of the smaller companies 
would not affect the rates charged by the 
larger company, which was already oper- 
ating the smaller utilities under leases 
and otherwise. The commission said 
that under the circumstances it could not 
find that the proposed mergers would 
adversely affect or in any way hinder the 
city of Pittsburgh, either in condemning 
the properties or in participating in the 
rate case instituted by the commission. 
The proposed mergers were approved 
for the following reasons: (1) that the 
mergers were necessary to the merging 
company’s refinancing plan; (2) that the 
merger arrangements were unobjection- 
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le except for a minor matter of ac- 
wunting; (3) that the mergers would 
implify corporate structure and effect 
ginor economies; (4) that the proper- 
ies of the four companies form a single 
erating unit all under the control of 
me holding company ; and (5) that the 
ervice rates of the companies were 
ifentical. 

The earnings of the utility for the 
gst year, after deduction for deprecia- 
ion, were found to be 2.7 times the pro- 
wsed fixed charges on new bonds to be 
ssued in order to retire outstanding in- 
ebtedness. This was said to be a satis- 
factory ratio. 

The commission approved the amorti- 
ation over the remaining life of the 
presently outstanding bonds of the un- 
amortized discount and expense on such 
ponds. There was found to be an over- 
capitalization on the basis of original cost 


figures available, but this was not con- 
sidered a bar to the registration of the 
securities certificates, since the utility’s 
present and proposed capitalization was 
and would be represented by common 
capital stock owned by a holding com- 
pany ; and, further, to correct the over- 
capitalization the utility had formally 
stipulated that if the original cost, when 
original cost studies had been completed, 
should be less than the amount at which 
the property was recorded on the books, 
the utility would (1) reduce the par 
value of common stock or of its surplus 
account, or both, by an amount of such 
difference, or (2) adopt a program for 
amortization of the difference over a 
period of years, or (3) provide for such 
difference by a combination of these 
methods. Re South Pittsburgh Water 
Co. et al. (Securities Certificates Nos. 
83, 84, Application Nos. 56667-56670). 
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Jury Trial on Municipal Acquisition 
Under Wisconsin Statutes 


f Bex supreme court of Wisconsin dis- 
cussed the statutes providing for 
the surrender of franchises for inde- 
terminate permits and concluded that 
@ where a utility company had not effec- 
tively surrendered its franchise prior to 
January 1, 1911, in exchange for an in- 
determinate permit, it was necessary for 
the municipality to obtain a jury verdict 
establishing the necessity for municipal 
acquisition of the company’s property. 
Three Wisconsin statutes relate to this 
question of indeterminate permits: 

The first statute, enacted in 1907, pro- 
vided for the surrender of franchises for 
indeterminate permits and provided that 
licenses, permits, or franchises thereafter 
granted would have the effect of an in- 
determinate permit. Under such permit 
the utility would consent to allow the 
municipality to acquire its property at a 
price to be fixed by the commission. 

A statute was enacted in 1909 extend- 
ing to January 1, 1911, the time limit 
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provided for the surrender of franchises 
in exchange for such indeterminate per- 
mits, resulting in the waiver of a jury 
trial. 

In July, 1911, the legislature, with the 
evident purpose of completing the stand- 
ardization of utility permits, provided 
that every license, permit, or franchise 
granted prior to July 11, 1907, was al- 
tered and amended so as to constitute and 
be an indeterminate permit. In this leg- 
islation, however, the legislature, bearing 
in mind a constitutional requirement, 
provided for submitting the question of 
municipal acquisition to a jury. 

The court held that a company which 
had attempted to surrender its franchise 
on January 9, 1911, was entitled to a 
jury trial, since neither the city nor the 
utility could extend the time; and the 
consent expressed by the utility upon its 
attempted surrender, since the utility did 
not obtain the advantages contemplated, 
could not be held to be a continuing con- 
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sent. The result of these statutory pro- 
visions was summarized as follows: 


After enactment of Chap. 596, Laws of 
1911, there were two kinds of indeterminate 
permits, and three ways in which a permit 
might have been obtained by a utility. The 
two kinds of indeterminate permits were 
(1) permits with waiver, or indeterminate 
permits without the right to demand a jury 
verdict, and (2) permits without waiver, or 
indeterminate permits conferred by Chap. 
596 and carrying the right to demand a jury 
verdict. Permits without the right to de- 
mand a jury verdict were obtained either 
(1) by consenting to acquisition when ap- 
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plying for a new permit or franchise afte 
the law of 1907 was enacted, or (2) by sur 
rendering an existing franchise in accord 
ance with Chap. 499, Laws of 1907, ang 
Chap. 180, Laws of 1909. After January | 
1911, the second way of obtaining an inde 
terminate permit with waiver no longer ex 
isted, but, as we have seen, Chap. 596, Law 
of 1911, created a third way of obtaining ; 
permit, namely, (3) by operation of law 
existing utility franchises being converted 
into indeterminate permits with the righ 
of jury trial on the issue of necessity. 


Wisconsin Public Service Corp. v. Pub 
lic Service Commission, 284 N. W. 582 


©) 
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Rates Established on Historical Cost Basis 


oe Pennsylvania commission, in es- 
tablishing reduced rate schedules 
for an electric utility, based its decision 
upon a rate base calculated upon histori- 
cal cost after finding that estimates of 
reproduction cost were “unsatisfactory 
and conjectural.” The commission said 
that it found support for this decision in 
recent decisions of the United States Su- 
preme Court, citing Driscoll v. Edison 
Light & Power Co. (1939) 28 P.U.R. 
(N.S.) 65, 59 S. Ct. 715; and California 
R. Commission v. Pacific Gas & E. Co. 
(1938) 302 U. S. 388, 82 L. ed. 319, 21 
P.U.R.(N.S.) 480, 58 S. Ct. 334. 
Depreciation was calculated on the 
sinking-fund basis in view of the fact 
that the commission had included origi- 
nal cost without deduction for accrued 
depreciation. The commission made the 
following statement : 
In previous orders we have stated that the 


original or historical cost rate base repre- 
sents an amount of dollars prudently in- 


vested, and is not subject to deductions on 
account of depreciation on the property in 
which those dollars were placed. This as- 
surance of equity to the investory is con- 


invested, either in the plant of the utility, or 
otherwise, will return the investment at the 
end of the life of the property. 


In the absence of evidence of lag in 
earnings the commission ruled that there 
was no reasonable or proper basis shown 
by the record for an allowance for going 
concern value. Lag was said to be an 
essential element in a determination of 
going concern value. 

The commission excluded fromthe rate 
base contributions in aid of construction 
on the ground that it would be manifestly 
unfair to allow a utility company to earn 
a return upon property paid for by its 
consumers. Pennsylvania Public Utility 
Commission v. Abington Electric Co. 
(Complaint Docket No. 11397). 


e 
Order Requiring New Depot Reversed 


ao supreme court of Idaho reversed 
an order of the commission requir- 
ing the construction of a new railroad 
depot, stating that the discrepancy be- 
tween the cost of repairing the existing 
station and the cost of constructing a new 
depot was so great as to render the order 
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unreasonable, especially since the exist- 


ing station, if repaired, would be reason- § 


ably as adequate as a new structure. 

It was stated that while the commission 
has jurisdiction to require adequate rail- 
road facilities and, if necessary, to order 
a new depot, the test of such order is its 
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reasonableness and whether it is confis- 
catory. 

The court ruled also that commis- 
sion regulation may not extend to man- 
agement and control, and though fa- 
cilities may be commensurate with busi- 
ness done and progress of the commu- 
nity, such required facilities must be con- 
sistent with and restrained by economy 
of operation within the realm of busi- 
nesslike principles of income and ex- 
penditures. 

Touching upon the reasonableness of 
the order, it was observed: 

While civic pride is laudable and com- 
mendable, and we can well sympathize with 
the citizens of Soda Springs in desiring a 
new depot, particularly in view of modern 


and newly constructed business buildings, 
and court house, hospital, and school, which 


taxes paid by appellant helped to build, the 
general effect upon those who must ulti- 
mately bear the burden of expenditures by 
the railroads, namely, shippers and passen- 
gers, must be taken into consideration. If 
the present depot can be satisfactorily re- 
paired at a cost not to exceed approximately 
$3,000, and as repaired be reasonably as ade- 
quate as a new structure, the difference be- 
tween such repairs and the cost of a new 
depot as contemplated by this order, though 
not specifically set forth therein, of $25,000 
or $30,000, is so disproportionate as to be 
unreasonable and the necessity thereof is 
not sustained by the record. 


In conclusion the court held that while 
the commission’s findings of facts are 
binding upon the court, its findings and 
conclusions must be sustained by compe- 
tent evidence. State of Idaho ex rel. 
Taylor v. Union Pacific Railroad Co. 


7 


Commission and Municipal Powers over 


Closing of Crossing 


te Oklahoma commission, accord- 
ing to a ruling of the supreme court 
of that state, is given full jurisdiction 
over all public highway crossings and 
has exclusive authority and power to 
alter or abolish a crossing of a highway 
over steam railroad or electric railway 
tracks. 

Where such a crossing extending 
over the right of way and tracks of a rail- 
way has been closed by authority of a 
municipality, the court held, the commis- 
sion has jurisdiction to hear and deter- 
mine the rights of the municipality and 
its citizens to reopen the crossing. 

This decision was made in a case 


where citizens petitioned the commission 
for an order requiring a railroad com- 
pany to open a street at a crossing after 
it had been closed pursuant to the provi- 
sions of a municipal ordinance. The com- 
mission granted the order, and the court 
sustained the commission action. The 
court declared that where a municipality 
by ordinance gives permission to a rail- 
way company to close a crossing and the 
crossing is closed without authority of 
the commission, the commission may re- 
quire the crossing to be reopened for 
public use. Kansas City Southern Rail- 
way Co. v. Citizens of Westville, 89 P. 
(2d) 320. 


~) 
&@ 


Natural Gas Company Held Public Utility Subject to 


Commission Regulation 


t. Ngioions gas company serving 19 
industrial plants and 12 private 
consumers in four counties in Ohio, 
which used for that purpose 50 miles of 
pipe lines, was held to be a “public util- 
ity” and subject as such to the control of 
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the Ohio Public Utilities Commission, 
by the supreme court of Ohio. 

The ruling construed Ohio statutes 
(Gen. Code, 614 et seg.) which defined 
“public utility” to include corporations 
“engaged in the business of supplying 
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natural gas for lighting, power, or heat- 
ing purposes to consumers within this 
state.” The court held that the company 
was a public utility because it served a 
substantial part of the public, notwith- 
standing the fact that it distributed gas 


HE California commission denied 

without prejudice an application for 
approval of the transfer of irrigation 
properties by a canal company to a water 
district on the ground that the terms of 
the transaction would not protect and 
safeguard preéxisting rights of those en- 
titled to service. Re East Side Canal & 
Irrigation Co. et al. (Decision No. 
31859, Application No. 21881). 


The Pennsylvania commission held 
that it had no jurisdiction to require a 
borough operating a waterworks to ex- 
tend its service beyond municipal bound- 
aries, although if such extensions had 
been made, the commission would have 
jurisdiction to regulate the rates and 
service of the existing extensions. Hamill 
et al. v. Borough of Ligonier (Complaint 
Docket No. 11125). 


The district court of the United States 
held that parties may not maintain an ac- 
tion to restrain a railroad company from 
constructing extension tracks without 
first obtaining a certificate of conven- 
ience and necessity from the Interstate 
Commerce Commission where such par- 
ties are not engaged in the transportation 
business, and where none of their prop- 
erty is touched, encroached upon, or di- 
rectly affected by the proposed construc- 
tion. L. Singer & Sons et al. v. Union 
Pacific Railroad Co. 26 F. Supp. 721. 


The appellate court of Illinois held 
that rates and charges of a municipal 
water plant for service furnished to con- 
sumers are imposed and collected, not as 


to only a limited number of consumers 
under separate contracts and did not hold 
itself out as a gas company serving the 
general public or any particular class or 
division thereof. Industrial Gas Co. y, 
Public Utilities Commission of Ohio. 


e 


Other Important Rulings 


a tax, but as compensation for a com- 
modity that is used. Cicero v. Township 
High School Dist. No. 201, 20 N. E. 
(2d) 114. 


The supreme court of California held 
that the commission’s finding that a pro- 


posed reduced railroad rate is “unreason- § 


ably low and not justified by transporta- 
tion conditions” is not subject to the ob- 
jection that it constitutes a conclusion of 
law rather than a finding of fact. South- 
ern Pacific Co. v. Railroad Commission, 


87 P. (2d) 1055. 


The Pennsylvania commission, in ap- 
proving the abolition of crossings and 


allocating the costs and expenses incident § 


thereto, held that the measure of dam- 
ages for property taken, injured, or de- 
stroyed in the exercise of the power of 
eminent domain is the difference between 
the market value of the property before 


and after the taking. Re Wilkes-Barre § 


Connecting Railroad Co. (Application 
Docket No. 33342, D. A.1). 


The Federal Circuit Court of Appeals 
held that the dismissal by a state court 
of an action in equity brought by a pub- 
lic utility to restrain enforcement of a 
commission order did not go on lack of 
jurisdiction since the plaintiff could have 
obtained an independent consideration 
by the court of both the law and the 
facts, and, therefore, that decision is res 
adjudicata of whatever is decided. New 
York State Electric & Gas Corp. v. Pub- 
lic Service Commission of New York, 
102 F. (2d) 453. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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FEDERAL POWER COMMISSION 


Re East Ohio Gas Company 


[Docket No. G-115, Opinion No. 37.] 


wocedure, § 21 — Necessity of hearing — Gas cost investigation — Federal 
: Commission order. 

1. Sections 5(b) and 6(b) of the Natural Gas Act, authorizing the Federal 
Power Commission to investigate the cost of transportation of natural gas 
and requiring natural gas companies to file inventories of property and 
statements of original cost, do not require the Commission to hold a hear- 
ing prior to the institution of an investigation under § 5(b), or prior to 
making a request for such information under § 6(b), and no right of an 
investigated company is violated by the absence of such a hearing, p. 133. 


Mos, § 2.1 — Jurisdiction of Federal Commission — Natural gas company. 

2. A natural gas company transporting natural gas from the state line to 
points of local distribution and also engaged in such local distribution was 
held to be a natural gas company within the meaning of the Natural Gas 
Act, as against a contention that its public utility activities were confined 
to the local distribution of gas wholly within one state and that all its 
transportation activities were wholly within the state and incident to such 
local distribution, p. 134. 


qbas, § 2.1 — Jurisdiction of Federal Commission — Interstate gas transportation 
— Local distribution. 
3. A company transporting natural gas in interstate commerce and dis- 
tributing natural gas in intrastate commerce is not exempt from the juris- 
diction of the Federal Power Commission under the Natural Gas Act on 
the ground that transportation in interstate commerce is “incident” to local 
distribution, p. 134. 


Cos, § 2.1 — Scope of Natural Gas Act — Gas transportation for company’s 

own account, 
4. The circumstance that a natural gas company transports gas for its 
own account which is owned by it and purchased by it from a single vendor 
under private contract does not exempt the company from the Natural 
Gas Act, as the act is not restricted in its application to companies engaged 
in the transportation of natural gas in interstate commerce as common 
carriers, but applies to all engaged in the transportation of natural gas in 
interstate commerce, p. 135. 


iommissions, § 30 — Jurisdiction — Legal question — Constitutionality of statute. 
5. The Federal Power Commission has no power to pass upon the con- 
stitutionality of statutes enacted by Congress, p. 135. 

Procedure, § 16 — Order to produce evidence — Certainty — Ambiguity. 


6. An order of the Federal Power Commission directing a natural gas com- 
pany to furnish information as to its lines, facilities, and other classes of 
property need not outline in great detail the information requested, since 
in the absence of detailed instructions it is expected that the company 
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will use reasonable judgment in submitting the information requested ; 
accordance with established and recognized principles and_ practices, p 


135. 


Wholesale service — Term “city gate’ — Natural gas industry. 
7. The term “city gate” is one of common meaning and acceptation i 
the natural gas industry, and an order relating to an investigation of the 
cost of transporting gas to the “city gate” of a city is not objectionable o 


the ground that it assumes the existence of a nonexistent “city gate,” p 
136. 


Procedure, § 16 — Order to produce evidence — Requirement of estimates of cost 
8. An order of the Federal Power Commission requiring a natural gas 
company to produce information is not arbitrary and unreasonable in so 
far as it requires estimates of the cost of the company’s property to 
predecessor companies, p. 137. 


Procedure, § 16 — Order to produce evidence — Natural gas cost. 
9. An order of the Federal Power Commission requiring a natural ga 
company to produce information as to the cost of transporting natura 
gas does not impose an arbitrary and unreasonable burden and expense 
where the expense involved in complying with the order is justified i 
the public interest, p. 138. 


Procedure, § 16 — Order to produce information — Natural Gas Act. 
10. An order of the Federal Power Commission requiring a natural gas 
company to produce information bearing on the cost of transporting inter- 
state gas, to the extent that it aids state and local regulation, is in con- 


formity with the intention of Congress as expressed in the Natural Gasie 
Act, p. 138. 


[April 14, 1939.] 


H@*s on objections by natural gas company to order of 

Commission requiring the furnishing of information 

bearing on the cost of transporting interstate gas; petition for 

hearing, rehearing, and stay of order denied, order amended, 
and extension of time granted, 


¥ 


By the Commission: On October 
26, 1938, the city of Cleveland, Ohio, 
upon the direction and by the author- 
ity of its council, filed with this Com- 
mission a petition, praying for an in- 
vestigation and a determination by 
the Commission of the cost of trans- 
portation in interstate commerce of 
natural gas by The East Ohio Gas 
Company from the Ohio river to the 
city gate of Cleveland, and requested 
the Commission to order The East 
Ohio Gas Company to file instanter an 


28 P.U.R.(N.S.) 


inventory of its property devoted inf 
whole or in part to the transportation 
of interstate gas and a statement of & 
the original cost thereof. 

The petition of the city of Cleveland 


alleges, among other things, that The™ i 


East Ohio Gas Company purchases 
approximately 70 per cent of the gas 
which it distributes in Cleveland and 
other municipalities in Ohio to domes- 
tic, commercial, industrial, and special 
industrial consumers, from Hope Nat- 
ural Gas Company, an affiliated com 
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pany, Said gas being produced in the 
sate of West Virginia and delivered 
to The East Ohio Gas Company at the 
Ohio river, and moving in a continu- 
ous stream of interstate commerce 
from the places of production in the 
sate of West Virginia to the city 
gates of Cleveland and other munici- 
W palities in the state of Ohio. 

Said petition further recites that on 
May 20, 1937, the council of the city 
of Cleveland passed a rate ordinance 
regulating and fixing the prices and 
terms upon which The East Ohio Gas 
Company shall furnish natural gas for 
Gand during the period from June 30, 
11937, until July 1, 1939: that The 
East Ohio Gas Company has appealed 
i from said ordinance to the Public 
A Utilities Commission of Ohio, and 
that in the proceeding before the Pub- 
lic Utilities Commission of Ohio the 
jcost of transporting natural gas in in- 
i terstate commerce from the Ohio riv- 
Her to the city gate of Cleveland by The 
ast Ohio Gas Company is an impor- 
tant and disputed item. The city of 
B) Cleveland alleges that the investigation 
jand determination by this Commission 
jof the cost of transportation of nat- 
ural gas purchased by The East Ohio 
]Gas Company from the Hope Natural 
4Gas Company at the Ohio river and 
jtransported as a part of a continuous 
jstream of interstate commerce to the 
icity gates should be of assistance in the 
jcases of Cleveland and other Ohio mu- 
jnicipalities before the Public Utilities 
}Commission of Ohio? and is essential 
to the determination of a fair, just, and 


reasonable rate for natural gas in 
Cleveland after the expiration of the 
ordinance expiring on July 1, 1939. 

The said petition of the city of 
Cleveland further alleges that The 
East Ohio Gas Company is now selling 
to wholesale industrial consumers, nat- 
ural gas purchased from the Hope 
Natural Gas Company at the Ohio riv- 
er and transported to said consumers 
by The East Ohio Gas Company in 
Cleveland and elsewhere in the north- 
eastern part of Ohio, at a price of ap- 
proximately 36 cents per thousand 
cubic feet. It is further alleged that 
a determination of the cost of trans- 
porting interstate gas purchased by 
The East Ohio Gas Company from 
the Hope Natural Gas Company to 
the city gates of Cleveland and other 
Ohio municipalities will be of assist- 
ance to this Commission in the case of 
Cleveland v. Hope Nat. Gas Co. Dock- 
et No. G—100,? in determining the ex- 
cessive, unjust, and unreasonable char- 
acter of the wholesale price of 384 
cents per thousand cubic feet at the 
Ohio river charged by Hope Natural 
Gas Company to The East Ohio Gas 
Company as to all gas purchased by 
The East Ohio Gas Company for re- 
sale to domestic, commercial, and reg- 
ular industrial consumers, and in fix- 
ing a just, fair, and reasonable river 
rate. 

On November 17, 1938, the city of 
Cleveland filed an amendment to its 
said petition, in which the city tendered 
to the Commission its fullest codpera- 
tion and any facilities which it might 





1Since the filing of this petition, on Janu- 
ary 10, 1939, 27 P.U.R.(N.S.) 387, the Pub- 
lic Utilities Commission of Ohio decided the 
proceeding involving the appeal from the or- 
dinance of the council of the city of Cleveland, 
and the matter is now pending on appeal to 
the supreme court of Ohio. 
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2In addition to Docket No. G-100, the 
Commission has pending before it Docket No. 
G-113, an investigation of the Hope Natural 
Gas Company, instituted on its own motion, 
involving all the rates and charges of that 
company. 
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have available in aid of the requested 
investigation. 

An attorney for The East Ohio Gas 
Company, in a communication to the 
Commission dated November 10, 
1938, submitted for the company ob- 
jections to the institution of this in- 
vestigation; said objections were re- 
sponded to by attorneys for the city 
of Cleveland in a communication to 
the Commission dated November 25, 
1938; a further communication from 
said attorney for The East Ohio Gas 
Company, dated December 5, 1938, 
responded to the communication of 
November 25, 1938, submitted by at- 
torneys for the city of Cleveland. 

On February 14, 1939, the Com- 
mission, upon consideration of the pe- 
tition of the city of Cleveland, as 
amended, and the communications re- 
lating thereto received from attorneys 
for the city of Cleveland and The East 
Ohio Gas Company, found it advisa- 
ble, necessary, and proper, in the pub- 
lic interest, to institute an investiga- 
tion, on its own motion, into and con- 
cerning the cost of transportation of 
natural gas by The East Ohio Gas 
Company from the Ohio river to the 
city gate of Cleveland, Ohio, and to or- 
der The East Ohio Gas Company to 
file an inventory and a statement of 
the original cost of its property used 
or useful in the transportation of nat- 
ural gas from the Ohio river to the 
city gate of Cleveland, Ohio, and 
further found that such an investiga- 
tion could be conducted by the Com- 
mission without prejudice to the ef- 
ficient and proper conduct of its af- 
fairs. 

The Commission, accordingly, upon 
its own motion, ordered that an in- 
vestigation be instituted to determine 


28 P.U.R.(N.S.) 


the cost of transportation of natural 
gas by The East Ohio Gas Compan 
from the Ohio river to the city gate 0 
Cleveland, Ohio, and directed The 
East Ohio Gas Company to furnis 
to the Commission under oath, on o 
before April 17, 1939, the following 

(a) An inventory of its lines, facil 
ities, and other classes of property 
devoted in whole or in part to and ac 
tually used or useful in the transporta 
tion of natural gas from the Ohio riy. 
er to the city gate of Cleveland, Ohio 
as of December 31, 1938; 

(b) A statement by lines, facilities 
and other classes of property, of the 
cost to the The East Ohio Gas Com 
pany of each item set forth in (a) 
above constructed by said company as 
reflected on its books on December 31, 
1938; 

(c) A statement by lines, facilities 
and other classes of property, of the 
cost to any other person first devoting 
such property to the public service, es 
timated if not known, of such items 
set forth in (a) above, acquired b 
The East Ohio Gas Company as op 
erating units or systems or parts there 
of; 

(d) A statement setting forth by 
years for the calendar years 1936, 
1937, and 1938, and classified by ac 
counts as kept by said company, the 
operating expenses applicable to the 
transportation of natural gas throug 
the lines and facilities set forth in (a) 
above ; 

(e) A statement setting forth b 
years for the calendar years 1936, 
1937, and 1938, the total quantities o 
natural gas transported through the 
lines and facilities set forth in (a) 
above, and segregated between natural 
gas purchased from Hope Natural Gas 
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Company and natural gas received 
from other sources; 

(f) A legible map showing the 
ines and facilities set forth in (a) 
above, and designating the receiving 
points of natural gas into said lines 
from each separate source. 

The order of investigation adopted 
by the Commission was based upon 
the authority vested in it by §§ 5(b) 
and 6(b) of the Natural Gas Act, 15 
USCA §§ 717d, 717e, which provide 
as follows: 

Section 5(b). The Commission up- 
on its Own motion, or upon the re- 
quest of any state Commission, when- 
ever it can do so without prejudice to 
the efficient and proper conduct of its 
“Waffairs, may investigate and determine 
the cost of the production or trans- 
portation of natural gas by a natural 
gas company in cases where the Com- 


mission has no authority to establish a 
rate governing the transportation or 
sale of such natural gas. 


Section 6(b). Every natural gas 
company upon request shall file with 
the Commission an inventory of all 
or any part of its property and a state- 
ment of the original cost thereof, and 
shall keep the Commission informed 
regarding the cost of all additions, bet- 
terments, extensions, and new con- 
struction. 

On March 16, 1939, The East Ohio 
Gas Company filed with the Commis- 
sion an application for a rehearing 
and stay of the order of February 14, 
1939, instituting an investigation, and 
prayed as follows: 

1. That the Commission grant. the 
company a hearing in respect of its 
order of February 14, 1939; 

2. That the Commission grant the 


133 


company a statutory rehearing there- 
on ; 

3. That upon such hearing or re- 
hearing the Commission abrogate its 
order or grant the company such other 
relief as is necessary and appropriate ; 
and 

4. That the Commission forthwith 
stay its order pending such hearing or 
rehearing. 

[1] The East Ohio Gas Company 
complains that no hearing was held 
by the Commission prior to the adop- 
tion of the order. Section 5(b) of the 
Natural Gas Act, pursuant to which 
this proceeding was initiated, author- 
izes the Commission, upon its own 
motion, to investigate the cost of trans- 
portation of natural gas by a natural 
gas company in cases where the Com- 
mission has no authority to establish 
a rate governing the transportation or 
sale of such natural gas. Section 6(b) 
provides that every natural gas com- 
pany, upon request, shall file with the 
Commission an inventory of all or any 
of its property and a statement of the 
original cost thereof. These provi- 
sions of the Natural Gas Act do not 
require the Commission to hold a hear- 
ing prior to the institution of an in- 
vestigation under § 5(b), or prior to 
making a request under § 6(b), and no 
right of the company has been vio- 
lated by the absence of such a hearing. 
Federal Power Commission v. Metro- 
politan Edison Co. (1938) 304 U. S. 
375, 82 L. ed. 1408, 24 P.U.R.(N.S.) 
394, 58 S. Ct. 963. 

The company further asserts that 
the findings made and the facts as- 
sumed by the order are not based upon 
any evidence disclosed to the company 
or appearing in the record herein. 
The Commission, on July 5, 1938, by 
28 P.U.R.(N.S.) 
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its Order No. 51, entered pursuant to 
the authority vested in it by §§ 10 and 
14 of the Natural Gas Act, instituted 
an investigation of natural gas com- 
panies and directed the filing of re- 
ports by such companies. On August 
15, 1938, The East Ohio Gas Company 
filed a response to the questionnaire au- 
thorized by said Order No. 51, and 
supplied the information called for 
thereby, including a map showing the 
location of its facilities, and a descrip- 
tion of the use and method of opera- 
tion of its facilities. From the in- 
formation thus supplied by The East 
Ohio Gas Company, the Commission 
acquired considerable familiarity with 
the operations of the company. The 
Commission did not assume any facts 
which were not already known to The 
East Ohio Gas Company and supplied 
to the Commission by that company. 
The only findings made by the Com- 
mission in its order were in respect to 
the desirability of an investigation in 
the public interest, and in connection 
therewith the necessity for inventory 
and a statement of the original cost of 
the property used or useful in the 
transportation involved. 

[2, 3] The East Ohio Gas Compa- 
ny asserts that it is not a natural gas 
company within the meaning of the 
Natural Gas Act. The company does 
not contest the fact that it is engaged 
in the transportation of natural gas 
in interstate commerce, but makes the 
rather novel contention that its “public 
utility activities are confined to the lo- 
cal distribution of natural gas wholly 
within the state of Ohio and all of its 
transportation activities are wholly 
within the state of Ohio and incident 
to such local distribution, to which 
business and activity it is specifically 
28 P.U.R.(N.S.) 


provided by § 1(b) of the Natural 
Gas Act that the provisions thereof 
shall not apply.” This contention ap 
pears to be directly contrary to a de 
cision of the Supreme Court of the 
United States involving this very com 
pany. 
Commission (1931) 283 U. S. 465 


470, 471, 75 L. ed. 1171, 51 S. CLs 


499, where the court held that its trans 
portation of natural gas is interstate 
commerce, and that its local distribu 
tion of natural gas is intrastate com 
merce, and constitute separate func 
tions. The court said: 


“The transportation of gas from 


wells outside Ohio by the lines of thelll’ 


producing companies to the state line 


East Ohio Gas Co. v. Taxis 


and thence by means of appellant’siys 


high pressure transmission lines to 
their connection with its local systems 


is essentially national—not local—inj§*+: 


character and is interstate commerce 
within as well as without that state. 


The mere fact that the title or thelM- 


custody of the gas passes while it is 
en route from state to state is not de- 
terminative of the question where in- 
terstate commerce ends. Public Util- 
ities Commission v. Landon, 249 U. 
S. 236, 239, 245, 63 L. ed. 577, P.U.R. 
1919C, 834, 39 S. Ct. 268; Missouri 
ex rel. Barrett v. Kansas Nat. Gas Co. 
265 U. S. 298, 307-309, 68 L. ed. 
1027, P.U.R.1924E, 78, 44 S. Ct. 544; 
Peoples Nat. Gas Co. v. Public Serv- 
ice Commission, 270 U. S. 550, 554, 
70 L. ed. 726, P.U.R.1926D, 187, 46 
S. Ct. 371; Public Utilities Commis- 


sion v. Attleboro Steam & Electric Co.§ 


273 U. S. 83, 89, 71 L. ed. 54%, 
P.U.R.1927B, 348, 47 S. Ct. 294. 
But when the gas passes from the dis- 
tribution lines into the supply mains, 
it necessarily is relieved of nearly all 
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alla the pressure put upon it at the stations 
fia of the producing companies, its vol- 
wme thereby is expanded to many 
imes what it was while in the high 
am pressure interstate transmission lines, 
ind it is divided into the many thou- 
and relatively tiny streams that en- 
tr the small service lines connecting 
Much mains with the pipes on the con- 
umers’ premises. So segregated the 
gas in such service lines and pipes re- 
mains in readiness or moves forward 
0 serve as needed. The treatment 
and division of the large compressed 
volume of gas is like the breaking of 
an original package, after shipment in 
interstate commerce, in order that its 
contents may be treated, prepared for 
sale, and sold at retail. State ex rel. 


Caster v. Flannelly, 96 Kan. 372, 383, 
384, P.U.R.1916C, 810, 152 Pac. 
22; West Virginia & M. Gas Co. v. 
143-145, 


Towers, 134 Md. 137, 
P.U.R.1919D, 332, 106 Atl. 265. Cf. 
Atlantic Coast Line R. Co. v. Standard 
Oil Co, (1927) 275 U.S. 257, 269, 
72 L. ed. 270, 48 S. Ct. 107; Brown 
v. Maryland (1827) 12 Wheat. 419, 
6 L. ed. 678; Leisy & Co. v. Hardin 
(1890) 135 U. S. 100, 34 L. ed. 128, 
10 S. Ct. 681. It follows that the 
furnishing of gas to consumers in 
Ohio municipalities by means of dis- 
tribution plants to supply the gas suit- 
ably for the service for which it is in- 
tended is not interstate commerce but 
a business of purely local concern ex- 
dusively within the jurisdiction of the 
state.” 

The Natural Gas Act likewise draws 
a distinction between transportation 
of natural gas in interstate commerce 
and local distribution, and there is no 
provision therein which supports the 
company’s contention that as trans- 
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portation in interstate commerce is “in- 
cident” to local distribution, the com- 
pany is not subject to the Commis- 
sion’s jurisdiction under the Natural 
Gas Act. 

[4] The circumstance that the com- 
pany transports gas “for its own ac- 
count” which is “owned by it and pur- 
chased by it from a single vendor un- 
der private contract’ does not exempt 
the company from the Natural Gas 
Act, as the act is not restricted in its 
application to companies engaged in 
the transportation of natural gas in 
interstate commerce as “common car- 
riers,’ but applies to all “engaged in 
the transportation of natural gas in 
interstate commerce.” 

[5] The company claims that it is 
not transporting natural gas in inter- 
state commerce as a public utility “and 
cannot constitutionally be declared 
such by the legislative fiat of § 1(a) 
of the Natural Gas Act.” It is not 
within the Commission’s province to 
pass upon the constitutionality of stat- 
utes enacted by Congress. See Re 
Interchangeable Mileage Ticket In- 
vestigation (1923) 77 Inters. Com. 
Rep. 200, 202; Maritime Asso. of 
Boston Chamber of Commerce v. Ann 
Arbor R. Co. (1925) 95 Inters. Com. 
Rep. 539, 542; Galveston Commer- 
cial Asso. v. Galveston, H. & S. A. R. 
Co. (1927) 128 Inters. Com. Rep. 
349, 378, 379; Re Telephone and Rail- 
road Depreciation Charges (1926) 
118 Inters. Com. Rep. 295, 325, 
326. 

[6] The company claims that par. 
(B) of the order is ambiguous, indefi- 
nite, and uncertain as to the informa- 
tion required, is based upon erroneous 
assumptions of fact, and is arbitrary 
and unreasonable in imposing the bur- 
28 P.U.R.(N.S.) 





FEDERAL POWER COMMISSION 


den of making estimates upon the 
company. 

In the absence of detailed instruc- 
tions, it is expected that the company 
will use reasonable judgment in sub- 
mitting the information requested in 
accordance with established and rec- 
ognized principles and practices. It 
is not practical or necessary in an or- 
der such as the one involved here to 
outline in more detail than already done 
the information requested. 

In requesting an inventory of the 
company’s property (par. B, § (a)), 
an accurate list of the property in rea- 
sonable detail should naturally be as- 
sumed. In fact, the absence of a spe- 


cific request for a field inventory, gave 
the company the opportunity of util- 
izing its books and records, if ex- 
pense could be avoided thereby. 

The findings of the Commission at- 


tached to its order and the segregation 
in the order of property constructed 
by the company from that acquired in 
whole or in part from other persons 
clearly indicate that the costs requested 
are original costs. However, in view 
of the contention of the company that 
the cost of the property constructed by 
it is not entirely reflected on its books 
at its cost but at some other figure, 
subpar. (b) of par. (B) of the order 
will be amended to read as follows: 

“(b) A statement by lines, facili- 
ties, and other classes of property, as 
of December 31, 1938, of the cost, 
estimated if not known, to The East 
Ohio Gas Company of each item set 
forth in (a) above constructed by said 
company ; if the statement of cost dif- 
fers from cost recorded in the books 
of account, a reconciliation of the 
amounts should be supplied.” 

Subparagraph (c) of par. (B) of 
28 P.U.R.(N.S.) 


the order needs no explanation. It is 
obvious that this section requests the 
original cost of acquired property and 
not the costs as reflected on the books 
of the predecessor company or com- 
panies if such costs are not original 
costs. This section specifically asks 
that these costs be estimated, if not 
known. 

The company further claims that 
subpar. (d) does not specify the op- 
erating expenses to be included. It 
was the obvious purpose of subpar. 
(d) to cover all operating expenses, 
including annual depreciation, prop- 
erty taxes, Ohio excise tax, Federal 
income taxes, and similar items, if 
such items are in the company’s judg- 
ment properly allocable to the trans- 
portation of natural gas involved. The 
basis upon which the company shall 
make the necessary allocations is, of 
course, a matter for the company to 
determine in the first instance. 

The company further contends that 
subpar. (e) does not inform it wheth- 
er the quantities of gas referred to 
shall or shall not include special indus- 
trial gas and regular industrial gas, 
as well as domestic and commercial 
gas. It is the purpose and intention 
of said subpar. (e) to require a state- 
ment of the total quantities of natural 
gas transported through the facilities 
involved, whatever may be the ultimate 
use thereof. 

[7] With respect to the company’s 
contention that the Commission’s or- 
der assumes the existence of a nonex- 
istent “city gate of Cleveland, Ohio,” 
it may be observed that the company 
itself, in par. 12 of the application 
under consideration, refers to proceed- 
ings before the Public Utilities Com- 
mission of Ohio, involving the de- 
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termination of city gate costs and 
rates. The term “city gate” is one of 
common meaning and acceptation in 
the natural gas industry, and it was 
so used by the Commission in its or- 
der. 

The company further objects to the 
Commission’s order on the ground 
that it assumes that records are avail- 
able whereby book cost or original 
cst of each inventory item can be as- 
ertained or estimated, and that the or- 
der assumes that the company’s records 
segregate operating expenses applica- 
tle to, and the separate quantities of 
West Virginia and Ohio gas handled 
by, these inventory items. The com- 


pany avers that its records cannot be 
0 kept as a practical matter, that they 
are not so kept, and that they are not 
required to be so kept under the uni- 
form classification of accounts pre- 


scribed by the Ohio Commission. 
This Commission did not assume that 
the company’s records are kept in the 
manner indicated. It was intended by 
the Commission’s order to require the 
company to exercise due diligence in 
determining whether such records 
were available, and if not, to make rea- 
sonable estimates, and to make such al- 
locations or segregations from its rec- 
ords as might be necessary in order to 
supply the information requested. 
[8] The company claims that the 
order is arbitrary and unreasonable in 
so far as it requires estimates of the 
cost of the property to predecessor 
companies. A similar contention with 
respect to the requirement that esti- 
mates of original cost be set forth in 
an accounting classification was made 
by the companies involved in the case 
of American Teleph. & Teleg. Co. v. 
United States (1936) 299 U. S. 232, 
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244, 245, 81 L. ed. 142, 16 P.U.LR. 
(N.S.) 225, 57 S. Ct. 170. The court 
upheld the power of the Federal Com- 
munications Commission to require 
such estimates to be made, saying: 

“(c) The companies object that by 
the ‘original cost’ provisions of the or- 
der they are required, where the ac- 
tual cost is unknown, to record an es- 
timate of cost, and that this require- 
ment is an arbitrary one, mutilating 
their accounts and exposing them to 
the hazard of criminal prosecution. 

“What was ordered by the Commis- 
sion in that behalf is expressly author- 
ized by the statute with the result that 
to invalidate the order will be to in- 
validate the statute also. By § 213 (c) 
of the Communications Act of 1934 it 
is provided that ‘if any part of such 
cost cannot be determined from ac- 
counting or other records, the por- 
tion of the property for which such 
cost cannot be determined shall be 
reported to the Commission; and, if 
the Commission shall so direct, the 
original cost thereof shall be estimated 
in such manner as the Commission may 
prescribe.’ 

“Tn the vast majority of cases, or- 
iginal cost will be ascertainable from 
the records of the previous owners. 
If these have been lost or are not avail- 
able or trustworthy, the order makes 
provision for the substitution of an 
estimate. Difficulties in the making of 
such an estimate are indicated by the 
companies. We doubt whether in any 
instance they will be found to be in- 
superable, but if they shall ever prove 
to be so, means will be at hand where- 
by an avenue of escape from injustice 
will be opened without resort to the 
drastic remedy of declaring the order 
void. Estimates are at times inevita- 
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ble in any system of accounts. Even 
under the system previously in vogue, 
the total purchase price, which was en- 
tered in an account known as ‘tele- 
phone plant,’ was subdivided into a 
series of accounts covering respective- 
ly pole lines, cable, aerial wire, and 
other classes, and distributed among 
them. If the price was a lump sum, 
there was need to resort to estimates 
in the process of subdivision. So, al- 
so, estimates were always necessary 
upon the retirement of plant or equip- 
ment acquired at varying dates, unless 
the articles retired were so clearly 
identified that the dates of acquisition 
and the prices then paid for each of 
them were susceptible of ascertain- 
ment upon the face of the accounts 
themselves. All that can be said of 
the present regulations is that they 
make the occasion for estimates more 


frequent than in former years and the 
process more involved. The difference 
in degree is not proved to be so great 


as to drag nullity in its train. If in- 
stances shall occur in which a com- 
pany is unable to make an intelligent 
estimate with even approximate cor- 
rectness, that exceptional event will 
justify resort to the Commission for 
particular instructions. In no event is 
there a substantial hazard of criminal 
prosecution. To subject the company 
or its officers to prosecution for a crime 
the violation of the act must have been 
knowing and wilful. Communications 
Act of 1934, §§ 501, 502; Hygrade 
Provision Co. v. Sherman (1925) 266 
U. S. 497, 502, 503, 69 L. ed. 402, 406, 
45 S. Ct. 141; United States v. Mur- 
dock (1933) 290 U. S. 389, 78 L. ed. 
381, 54 S. Ct. 223. Penalties do not 
follow upon innocent mistakes.” 


[9] The order is further objected 
28 P.U.R.(N.S.) 


to by the company on the ground that 
it imposes an arbitrary and unreason- 
able burden and expense. It is the 
Commission’s judgment that the ex- 
pense involved in complying with its 
order is justified in the public inter- 
est, and that the order is not objection- 
able from that standpoint. 
kansas Louisiana Gas Co. v. Depart- 
ment of Public Utilities (1938) 304 
U. S. 61, 82 L. ed. 1149, 23 P.U.LR. 
(N.S.) 337, 58 S. Ct. 770; Natural 
Gas Pipeline Co. v. Slattery (1937) 
302 U. S. 300, 82 L. ed. 276, 21 
P.U.R.(N.S.) 255, 58 S. Ct. 199- 
Myers v. Bethlehem Shipbuilding 
Corp. (1938) 303 U. S. 41, 82 L. 
ed. 638, 58 S. Ct. 459; Petroleum Ex- 
ploration v. Kentucky Pub. Service 
Commission (1938) 304 U. S. 209, 


82 L. ed. 1294, 23 P.U.R.(N.S.) 


433, 58 S. Ct. 834. 


[10] The company makes the fur- 
ther contention that the investigation 
instituted and the information required 
by the order are solely for the pur- 
pose of compiling information having 
no possible relevancy to any govern- 
mental object except the regulation of 
the company’s rates for the local dis- 
tribution of gas in the city of Cleve- 
land, and is therefore contrary to the 
Constitution of the United States. As 
indicated above, the constitutional 
question is not within the province of 
this Commission. The Commission’s 
order, to the extent that it aids state 
and local regulation, is in conformity 
with the intention of Congress. 

The Commission believes that it 
may be desirable to grant The East 
Ohio Gas Company an extension of 
time until July 17, 1939, to furnish 


the information and data required by§ 


the order of February 14, 1939. The 
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petition for a hearing, rehearing, and amended, and an extension of time 
stay of the Commission’s order of until July 17, 1939, will be granted by 
February 14, 1939, in this proceeding an order this day issued in accordance 
will be denied, said order will be with this opinion. 
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Public Service Commission 


Vv 


United Gas Pipe Line Company 


[No. 3152, Order No. 2176.] 


Gas, § 3 — Jurisdiction of Commission — Natural gas pipe line. 
1. A natural gas pipe-line company is subject to the jurisdiction of the 
Commission under Art. 6 of the Constitution of 1921, p. 141. 


Public utilities, § 30 — Tests of status — Powers of eminent domain. 


2. The possession or exercise of the right of eminent domain is not an 
essential characteristic of a public utility, p. 142. 


Public utilities, § 16 — Tests of status — Nature of business. 
3. The deciding factor as to whether an enterprise is a public utility is 
not the exercise of incidental powers, nor what it says about itself, but 
the fundamental nature of its business, p. 142. 


Public utilities, § 32.1 — Tests of status — Monopolistic character. 


4. The fundamental nature of a business, involving its importance to the 
public, becomes the more conclusive on the question of its status as a 
public utility when there is a monopolistic character or tendency, render- 
ing competition inadequate as the means of regulation, p. 142. 
Public utilities, § 49 — Wholesale company — Natural gas supply. 

5. A pipe-line company supplying natural gas to distribution systems is a 
public utility; it is an economic monopoly in its essential character, has 
a vital relationship to the local utility service, is affected with a high de- 
gree of public interest, and by the very nature of the service to which it 
is put day by day is devoted to a public use, p. 142. 


Rates, § 1 — Regulation — Intercorporate relations. 


6. The device of separating the functions of production, transmission, and 
distribution among three affiliated corporations should not be allowed to 
defeat effective regulation of the price of natural gas to the public, and 
it need not do so, although it causes complication and delay, p. 143. 


Public utilities, § 14 — Tests of status — Character under Federal regulation. 


7. If the transportation and sale of natural gas in interstate commerce by 
a gas pipe-line company is so affected with a public interest as to bring 
it under regulation of a Federal agency, the transportation and sale of 
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the gas in intrastate commerce within a state is similarly so affected wit 
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a public interest as to subject it to regulation by the state Commission, p, 


Interstate commerce, § 37 — Jurisdiction of state Commission — Interstate ga 


company. 


8. A natural gas company was held to be a public utility subject to the 
jurisdiction of the state Commission, where a part of its business was 
purely intrastate, another part consisted of the sale of state gas in the 
state after traversing a portion of another state, and a further part might 
be considered as purely interstate, p. 146. 


Procedure, § 17 — Production of records — Rate investigation — Powers of 


Commission. 


9. The Commission possesses power by direct constitutional authority to 
order a natural gas corporation to make records available in a rate in- 
vestigation, and this power does not depend upon statute, p. 146. 


Rates, § 39 — Powers of Commission — Order to prove reasonableness. 


10. The Commission possesses constitutional power to order a public util- 
ity to prove the reasonableness of rates, and this power does not depend 


upon a statute, p. 146. 


Interstate commerce, § 76.1 — Powers of state Commission — Securing of in- 


formation. 


11. The state Commission is entitled to become informed about activities 
of a natural gas pipe-line company even though some of its activities should 


be considered interstate, p. 146. 


[March 29, 1939.] 


oo directed to interstate natural gas company to show 
cause why rates, charges, and practices as to gas service 
within the state should not be investigated, revised, modified, 
or reduced; respondent held to be a public utility subject to 
Commission jurisdiction and citation and order reaffirmed. 


By the Commission: On February 
16, 1939, pursuant to action taken by 
this Commission in business and exec- 
utive session on February 14th, the 
defendant herein was cited to show 
cause why its rates, charges, and prac- 
tices for gas service within the state 
of Louisiana should not be investigat- 
ed, revised, modified, and/or reduced; 
and was ordered to give the Commis- 
sion’s experts access to its property, 
books, records, vouchers, reports, and 
papers. On February 22nd defend- 
ant filed exceptions to the Commis- 
sion’s jurisdiction, on the grounds that 


28 P.U.R.(N.S.) 


defendant is not a public utility nor af 
common carrier pipe line, and that “af 


large part of defendant’s business in 
this state involves the transportation 


and sale of natural gas in interstate 


commerce.” 

Defendant is a Delaware corpora- 
tion organized September 3, 1937, and 
on September 25, 1937, acquired the 
pipe-line properties of United Gas 
Public Service Company and subsidi- 
aries. United Gas Public Service 
Company was cited by this Commis- 
sion in May, 1937, and an investiga- 
tion of its earnings and other matters 
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was instituted. A few months there- 
after the properties of that company, 
as classified between producing, pipe- 
line, and distribution property, were 
acquired by Union Producing Com- 
pany, United Gas Pipe Line Company, 
and United Gas Corporation, respec- 
tively, and the last-named corporation 
became both the distribution and the 
holding company. It owns all of de- 
fendant’s stock and all of the 6 per 
cent debentures, the chief funded debt 
of defendant. United Gas Public 
Service Company disappeared as a cor- 
poration, being merged into United 
Gas Corporation, which constituted it- 
self the successor of the former com- 
pany in the matter of this Commis- 
sion’s citation, and is now under inves- 
tigation. The Commission has re- 
ceived many complaints regarding the 
rates charged by United Gas Corpora- 
tion. 

In the course of the investigation of 
United Gas Corporation by Mark 
| Wolff, the Commission’s public utility 
consultant, various requests fcr the 


" books and records of defendant were 


made, and finally, on January 25, 
1939, access to these was definitely re- 
| fused, defendant’s comptroller stating 
that this company had not been cited. 

[1] This Commission derives its 
existence and powers directly from the 
Louisiana Constitution of 1921. Sec- 
tion 4 of Art. 6 of that document 
States : 

“The Commission shall have and 
exercise all necessary power and au- 
thority to supervise, govern, regulate, 
and control all common carrier rail- 
roads, street railroads, interurban rail- 
toads, steamboats and other water 
craft, sleeping car, express, telephone, 
telegraph, gas, electric light, heat and 
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power, waterworks, common carrier 
pipe lines, canals (except irrigation 
canals), and other public utilities in 
the state of Louisiana, and to fix rea- 
sonable and just single and joint line 
rates, fares, tolls, or charges for the 
commodities furnished, or services 
rendered by such common carriers or 
public utilities, except as herein other- 
wise provided.” 

Defendant has called attention to a 
statute of 1906 (Act No. 36) which 
declared pipe lines carrying gas, oil, or 
other liquids for a consideration to be 
common carriers and subjected them 
to regulation by the Railroad Com- 
mission, predecessor of the Public 
Service Commission. Defendant has 
also called attention to Act 76 of 1920 
which amended and reénacted Act No. 
36 of 1906, leaving out reference to 
gas and mentioning only crude petro- 
leum. In the following year (1921), 
however, a new Constitution was 
adopted, which makes no such distinc- 
tion or limitation, although the fram- 
ers could have readily done so if that 
had been their intention. The new 
Constitution, of course, is the present 
authority, rather than prior statutes; 
and, as will be noted from the para- 
graph quoted above, “common car- 
rier pipe lines” are placed under our 
jurisdiction unequivocally. 

Defendant, besides transporting a 
great quantity of its own gas, also 
transports gas for Interstate Natural 
Gas Company; in the nine months 
ended June 30, 1938, the quantity 
transported for the latter company was 
2,439,936 thousand cubic feet (2,439,- 
936,000 cubic feet). 

The paragraph quoted also specifi- 
cally mentions gas utilities as being 
under our jurisdiction. Defendant at- 


28 P.U.R.(N.S.) 





LOUISIANA PUBLIC SERVICE COMMISSION 


tempts to limit this classification to a 
purely local significance by saying that 
it means a “gas works’”—presumably 
because the wording of the constitu- 
tional provision runs “sleeping car, 
express, telephone, telegraph, gas, elec- 
tric light, heat and power, water works 
and other public utilities.” But 
if the word “works” relates back to 
“gas” it would also relate to the other 
words, and give us sleeping car works, 
express works, etc. This cannot have 
been intended; “gas” is left with a 
very general meaning, fully broad 
enough to include a gas pipe-line com- 
pany, and this, we believe, is sufficient 
to indicate our jurisdiction, even with- 
out recourse to the still more general 
phrase, “other public utilities.” 

It is noteworthy also that gas and 
electricity are referred to almost simul- 
taneously in the paragraph in question. 
The long-distance transmission of 
electric power is recognized as a part 
of the process of supplying the public 
with electricity, and as subject to state 
regulation, so far as it is intrastate. 
Natural gas pipe lines occupy a similar 
relationship to the local distribution of 
the gas as does electric transmission 
to the local distribution of electricity ; 
and the transmission of gas as well as 
of electricity is properly subject to 
our jurisdiction. 

Defendant also seeks to ascribe a 
mutually exclusive character to the 
terms “common carriers” and “public 
utilities” as used in the Constitution; 
but no clear-cut distinction, much less 
any indication of mutually exclusive 
character, appears; in the list of speci- 
fied utilities the words “common car- 
rier” are used with two—railroads 
and pipe lines—while others of large- 
ly similar character, such as steam- 
28 P.U.R.(N.S.) 


boats and other water craft, interur- 
ban railroads, express utilities, etc., 
are not so described; and all are inter- 
mingled in a list of public utilities sub- 
ject to our jurisdiction. 

In attempting to disprove a public 
utility status defendant claims that it 
is a strictly private corporation, is not 
affected with any public interest, trans- 
ports and sells gas only under private 
contracts, and does not have the right 
of eminent domain; and that its pipe- 
line system is not devoted to public 
use. 

[2-5] The possession or exercise of 
the right of eminent domain is not an 
essential characteristic of a public util- 
ity. If defendant has been able to 
transport gas and deliver it to the com- 
munities it serves without invoking 
eminent domain, nothing is proven but 
that the exercise of such a power was 
unnecessary in its rendering of the 
service. 

The testimony of defendant’s vice 
president and general manager, R. H. 
Hargrove, indicates that defendant 
has avoided any admission of a public 
utility status, such as a claim to the 
right of eminent domain or an asser- 
tion that it is a common carrier. 
Nevertheless it is performing a vital 
public service, indirectly if not direct- 
ly, to a large section of the gas-con- 
suming public of Louisiana and else- 
where. In the well-known Moody's 
Manual of Investments, where de- 
fendant is listed in the public utility 
section, it appears that, together with 
a Texas subsidiary, it was selling nat- 
ural gas, at December 31, 1937, to 
distribution systems serving gas at re- 
tail in 311 communities—in 173 of 
which the distribution system was 
owned by United Gas Corporation. 
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Defendant’s response to the Federal 
Power Commission’s Order No. 51 
shows some 38 communities in Louis- 
jana where defendant supplies gas to 
United Gas Corporation for local dis- 
tribution; and defendant also supplies 
New Orleans Public Service, Inc., 
many communities served by Louis- 
iana Power & Light Company, and 
smaller purchasers for distribution 
purposes. 

The deciding factor as to whether 
an enterprise is a public utility is not 
the exercise of incidental powers, nor 
what it says about itself, but the funda- 
mental nature of its business. This 
involves its importance to the public 
and becomes the more conclusive when 
there is a monopolistic character or 
tendency, rendering competition in- 
adequate as the means of regulation. 

The entire process of producing, 
transporting, and distributing natural 


gas is of great public interest and im- 


a portance. One of the proofs of this, 
as to production, is found in legisla- 
tive restrictions in the interest of con- 
servation. As to local distribution, de- 
fendant itself has to admit that this 
is a public utility service; the supply- 
ing of the gas is equally important to 
the public as is the distribution, and 
when the supply is by means of a nat- 
ural gas pipe line the community 
served is in a particularly dependent 
position. It cannot, as a rule, have 
any effective choice; the duplication of 
an existing pipe line is a costly and 
economically hazardous and wasteful 
undertaking, a fact which prevents or 
severely limits competition. The pos- 
sibility of using other fuels does not 
provide effective competition or regu- 
lation for so distinctive and convenient 
a natural product as natural gas. Mr. 
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Hargrove, referring particularly to 
domestic use, stated that he considered 
natural gas to be much cheaper than 
any substitute facility. Even if there 
were effective competition with other 
domestic fuels, that would not militate 
against the public utility character of 
the natural gas pipe line supplying a 
distribution system any more than it 
would against the distribution system 
itself. 

Mr. Hargrove stated that it is un- 
usual for two natural gas companies to 
serve the same city, or for there to be 
any competition between United Gas 
Pipe Line Company and other gas 
companies. 

A natural gas pipe line is an eco- 
nomic monopoly in its essential char- 
acter ; it has a vital relationship to the 
local utility service, is affected with a 
high degree of public interest, and by 
the very nature of the service to which 
it is put, day by day, it is devoted to a 
public use. 

If the “gate” rate at which the gas 
is sold to the local utility cannot be 
regulated by public authority, then the 
most important single element affect- 
ing the rates charged the public is con- 
trolled only by the will of the seller, or 
by what the traffic will bear. 


[6] Prior to the dissolution of 
United Gas Public Service Company 
the intimately related functions of 
production, transmission, and distribu- 
tion of natural gas were centralized in 
one corporation, admittedly under the 
jurisdiction of this Commission. Such 
an integrated arrangement has much 
to commend it ; it would tend to simpli- 
fy operations, reduce expenses, make 
for better relations with regulating 
governmental agencies, and present a 
safer and more acceptable medium for 
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financing, than a more complicated, 
broken-up arrangement. Yet United 
Gas Public Service Company, after it 
had been cited by this Commission, 
divided itself horizontally into three 
functions of production, transmission, 
and distribution, and then admitted 
Commission jurisdiction only over the 
last function, as transferred to United 
Gas Corporation. Even the act of re- 
organization was a costly process; ac- 
cording to defendant’s reply to the 
Federal Power Commission’s ques- 
tionnaire accompanying its Order No. 
51, $225,326.65 of organization ex- 
pense was charged against income in 
the initial period, from September 26 
to December 31, 1937, for United Gas 
Pipe Line Company alone. The re- 
organization does not appear to be in 
the spirit of modern and progressive 
public policy, as exemplified in the 
Public Utility Act of 1935, which aims 
at simplification rather than complica- 
tion of intercorporate relationships. 

The device of separating the func- 
tions of production, transmission, and 
distribution among three affiliated cor- 
porations should not be allowed to de- 
feat effective regulation of the price 
of natural gas to the public, and it need 
not do so, although it causes complica- 
tion and delay. 

[7] As we stated in connection with 
Interstate Natural Gas Company Case, 
27 P.U.R.(N.S.) 145, the public util- 
ity character of natural gas pipe lines 
is recognized in the Natural Gas Act 
adopted by the Congress of the United 
States in 1938; the business of trans- 
porting and selling natural gas for 
ultimate distribution to the public was 
seen to be affected with such a public 
interest as to make necessary its regu- 
lation, in its interstate aspects, by the 
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Federal Power Commission. What 
we said as to Interstate Natural Gas 
Company is equally true as to the de- 
fendant here: 

“If the transportation and sale of 
natural gas in interstate commerce by 
this company is so affected with a 
public interest as to bring it under 
regulation of a Federal agency, the 
transportation and sale of the gas in 
intrastate commerce in Louisiana is 
similarly so affected with a public in- 
terest as to subject it to regulation by 
the Louisiana Public Service Com- 
mission.” 


According to the information filed 
by defendant with the Federal Power 
Commission in response to that Com- 
mission’s Order No. 51, defendant 
purchased 153,818,138 thousand cubic 
feet of natural gas in the nine months 
ended June 30, 1938. The major por- 
tion of this gas was obtained from 
Louisiana gas fields; and the major § 
portion both of the total purchases and FF 
of the Louisiana purchases was from 
the affiliated Union Producing Com- 
pany. In the same period defendant 
reports sales of 161,637,472 thousand 
cubic feet (measured at lower pres- 
sures than the purchases). The major 
portion of this gas was sold in Louis- 
iana; and the major portion of the 
total sales and of the Louisiana sales 
was described as being for resale for 
ultimate public consumption. 

Of the sales in Louisiana for ulti- 
mate public consumption, a substantial 
quantity was sold to United Gas Cor- 
poration, defendant’s owner and the 
local distributing agency of the United 
Gas System. For example, in the 
Monroe district area, where defend- 
ant purchases great quantities of gas § 
(54,658,109 thousand cubic feet in the 
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9-month period from the Monroe 
field proper, of which quantity 37,- 
895,080 thousand cubic feet was pur- 
chased from Union Producing Co.) 
908,180 thousand cubic feet was sold 
to United Gas Corporation for ulti- 
mate public consumption—887,813 
thousand cubic feet at the city of Mon- 
roe, 15,196 thousand cubic feet for 
rural and farm tap customers of Unit- 
ed Gas Corporation served from vari- 
ous delivery points on defendant’s 
lines in the Monroe area, and 5,171 
thousand cubic feet at Lisbon, La. 
Likewise, in the southwest Louisiana 
district area 1,188,187 thousand cubic 
feet were sold to United Gas Corpora- 
tion for ultimate public consumption, 
out of total sales of 3,352,226 thou- 
sand cubic feet in that district; and 
purchases of gas by defendant from 
various fields in that area totaled 3,- 
697,531 thousand cubic feet, as fol- 
lows: 


308,468 M 
130,350 
84,133 
2,311,853 
808,954 
53,773 


. ft. from Bosco Field, 
Acadia Parish 
Cheyneville Field, 
Rapides Parish 
Evangeline Field, 
Acadia Parish 
Iowa Field, 
Calcasieu Parish 
Roanoke Field, 
Jefferson Davis Par. 
St. Martinville 
St. Martin 


3,697,531 M cu. ft., total 


United Gas Corporation also pur- 
chases from defendant in the Shreve- 
port district area. 


Other local distributing agencies 
that purchase from defendant include 
Louisiana Power & Light Company, 
in the Monroe and Jackson districts; 
and Louisiana Public Utilities Co., 
Inc., and the cities of Glenmora and 
Kaplan, in southwest Louisiana. In 
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the Baton Rouge district large quanti- 
ties of gas are also sold by defendant 
for ultimate public consumption in 
Louisiana—in the 9-month period 7,- 
953,371 thousand cubic feet to New 
Orleans Public Service, Inc., and 4,— 
126,133 thousand cubic feet to Louis- 
iana Power & Light Company. This 
gas is transported by Interstate Nat- 
ural Gas Company, Inc., from the 
Monroe district to Baton Rouge, cross- 
ing a corner of the state of Missis- 
sippi; at Baton Rouge it enters defend- 
ant’s New Orleans pipe line. Defend- 
ant also transports gas, by means of 
the latter pipe line, for the Interstate 
Company, wholly within Louisiana; 
as noted above, the quantity in nine 
months was 2,439,936 thousand cubic 
feet, a part of which was for resale 
for ultimate public consumption. 

Vefendant’s witness Hargrove tes- 
tified to an exhibit entitled “Statement 
of Natural Gas Sold in Louisiana and 
of Natural Gas Transported Out of 
Louisiana by United Gas Pipe Line 
Company—year 1938.” This includes 
a column headed “Interstate Transac- 
tions” and purports to show that 71 
per cent of the gas handled in Louisi- 
ana in 1938 moved across state lines. 
But an examination of this exhibit 
and of the related testimony shows 
that 51.8 per cent of the gas produced 
in Louisiana is also used in Louisiana, 
as follows: 


Portion 
Used in 
Louisiana 
M cu. ft. 
31,528,906 
22,931,517 
17,974,713 


Gas 
Produced in 
Louisiana 
M cu. ft. 
73,813,286 
22,931,517 
17,974,713 
27,492,776 
3,769,870 
1,016,927 


146,999,089 76,205,006 
100% 51.8% 
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The 22,931,517 thousand cubic feet 
shown above for the Baton Rouge 
district is sold in that district but is 
produced in the Monroe district and is 
transported across a corner of the state 
of Mississippi in its journey to Baton 
Rouge, New Orleans, and vicinity. 
Defendant counts this as interstate 
gas; but as to the other 53,273,489 
thousand cubic feet out of the 76,205,- 
006 thousand cubic feet shown above, 
there is no question that it is purely 
intrastate. 


It also appears that in each of the 
three Louisiana districts above—Mon- 
roe, Shreveport, and southwest Louis- 
iana—where gas is produced, and is 
purchased by defendant, there is a 
substantial surplus that goes to other 
states. The only instances mentioned 
where gas produced in other states is 
sold and used in Louisiana are 3,587,- 
229 thousand cubic feet, in the Jack- 
son district (produced in Mississippi ) 
and 2,888,031 thousand cubic feet in 
the Shreveport district (produced in 
Texas). 

[8-11] A part of the business of de- 
fendant is purely intrastate business; 
another part consists of the sale of 
Louisiana gas in Louisiana, after 
traversing a portion of another state; 
and a further part may be considered 
as purely interstate. 

Prior to the merger of United Gas 
Public Service Company into United 
Gas Corporation and the transfer of 
its pipe lines to defendant, the former 
company was involved in litigation 
over gas rates in the city of Laredo, 
Texas. A retail rate of 55 cents per 
thousand cubic feet was ordered by the 
Texas Railroad Commission, the for- 
mer rate having been 75 cents; the or- 
der was sustained in the state courts 
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and on February 14, 1938, by the 
United States Supreme Court. Unit- 
ed Gas Pub. Service Co. v. Texas, 303 
U. S. 123, 82 L. ed. 702, 22 P.UR. 
(N.S.) 113, 58 S. Ct. 483. The Rail- 
road Commission derived its authority 
from a statute of 1925. Shortly aft- 
erwards (May 16, 1938) the United 
States Supreme Court rendered a de- 
cision involving a pipe-line company in 
Texas, where the same statute applied. 
Lone Star Gas Co. v. Texas, 304 U. S, 
224, 82 L. ed. 1304, 24 P.U.R.(N.S.) 
119, 58 S. Ct. 883. There the Rail- 
road Commission had ordered certain 
rates for natural gas to be charged 
by the Lone Star Gas Co. at city gates. 
The Supreme Court remanded the case 
for further proceedings; but the au- 
thority of the Commission was not dis- 
turbed. The Texas Gas Utilities Act 
(Art. 6050-6066, 1925) defines a gas 
utility to include production and trans- 
mission as well as distribution of the 
gas, and declares every such gas utility 
to be affected with a public interest 
and subject to the jurisdiction, con- 
trol, and regulation of the Commis- 
sion. 

In Louisiana no such statute is nec- 
essary to make gas utilities subject to 
the jurisdiction of the Public Service 
Commission, for they are already sub- 
ject to that jurisdiction by virtue of 
the Constitution of 1921. 

Some of the statements of the Unit- 
ed States Supreme Court in the Lone 
Star Case, supra, are so pertinent to 
the present proceeding and defendant 
that we quote certain excerpts : 

“Appellant, a Texas corporation, 
operates about 4,000 miles of pipe 
lines located in Texas and Oklahoma 
through which it transports natural 
gas to the ‘city gates’ of about 300 
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cities and towns in those states and 

sells and delivers the gas in wholesale 

quantities to distributing companies. 
. (2. 38.) 


“The Lone Star Gas Corporation, 
organized in Delaware, holds more 
than 99 per cent of the capital stock 
of appellant and owns or controls a 
like proportion of the capital stock of 
the distributing companies. Thus, the 
latter companies and appellant are but 
arms of the same organization doing 
an intrastate business in Texas and 
the Commission was entitled to ascer- 
tain and determine what was a reason- 
able charge for the gas supplied 
j through this organization to consum- 
ers within the state. (Cases cited.) 


It appears that there were pending be- 
fore the Commission proceedings in- 
volving the reasonableness of the rates 
i charged by the distributing companies 


to consumers in many communities in 
Texas, and in relation to those pro- 
| ceedings the Commission found it 
| necessary to determine what would be 
| a reasonable charge for the gas deliv- 
} ered by appellant to the distributing 
| companies at the ‘city gates.’ It was 
| obviously to the convenience of both 
| the Commission and appellant that this 
| essential factor should be ascertained 
| in a single proceeding and the Com- 
| mission’s investigation, which led to 
| the order now in question, was under- 
| taken to that end. We think that ap- 
| pellant’s sales and deliveries of gas in 
| Texas to the distributing companies 
' must be regarded as an essential part 
| of the intrastate business in the con- 
| duct of which the appellant and the 
| distributing companies were virtual 
| departments of the same enterprise.” 
| (P. 127.) 

The United States Supreme Court, 
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in another recent case, Petroleum Ex- 
ploration v. Kentucky Pub. Service 
Commission, 304 U. S. 209, 82 L. ed. 
1294, 23 P.U.R.(N.S.) 433, 58 S. Ct. 
834 (May 2, 1938) refused to inter- 
fere with an order of a state Commis- 
sion requiring the appellant, an intra- 
state natural gas producing and pipe- 
line company, to appear and present 
evidence of the reasonableness of its 
rates and charges, and also to make 
its records available for examination; 
and such interference was refused al- 
though the court held that it had juris- 
diction to entertain the suit in that 
particular instance. The Kentucky 
Commission, like the Texas Commis- 
sion, derives its powers as to gas utili- 
ties from statutes rather than directly 
from the state Constitution. In 
Louisiana this Commission possesses 
such powers by direct constitutional 
authority, and the validity of an order 
to make records available and to prove 
the reasonableness of rates does not 
depend upon a statute. 

Even though some of the activities 
of defendant should be considered in- 
terstate, we are still entitled to become 
informed about them. The United 
States Supreme Court recently decided 
to that effect as to the Arkansas state 
department corresponding to this 
Commission, in a largely similar case, 
Arkansas Louisiana Gas Co. v. De- 
partment of Public Utilities, 304 U. S. 
61, 82 L. ed. 1149, 23 P.U.R.(N.S.) 
337, 58 S. Ct. 770 (April 25, 1938). 
The court said: 

“Appellant ‘set forth that the sale 
and delivery of gas from its Texas and 
Louisiana fields to its pipe-line and 
industrial customers in Arkansas con- 
stitute interstate commerce, and that 
in making such sales and deliveries it 
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was and is not acting as a public util- 
ity, and that accordingly the sale and 
delivery of said gas and the rates, 
schedules, and charges upon which the 
same is delivered and sold were and 
are not subject to the jurisdiction of 
the Department and are beyond its 
power to regulate. : 

“Upon appeal the (state) supreme 
court ruled that the sales and deliveries 
in question were not free from state 
regulation because parts of interstate 
commerce and directed compliance 
with the Department’s general order. 


“Tf, as claimed, certain of appel- 
lant’s activities in Arkansas are parts 
of interstate commerce, that alone 

would not suffice to justify re- 
fusal to furnish the information pres- 
ently demanded by the state.” 

Likewise in Natural Gas Pipeline 
Co. v. Slattery, 302 U. S. 300, 82 L. 
ed. 276, 21 P.U.R.(N.S.) 255, 58 S. 
Ct. 199 (Dec. 6, 1937), the United 
States Supreme Court refused to en- 
join a state Commission from investi- 
gating the reasonableness of the 
charges of an interstate pipe-line com- 
pany. In affirming the lower court’s 
decision the Supreme Court said: 

“The court thought that the Com- 
mission, in conducting the pending 
rate proceeding (involving an affiliat- 
ed company ), and in investigating the 
reasonableness of the operating costs 
of the District Company, was entitled 


to the information it sought, which 
might be disclosed by an examination 
of the appellant’s accounts and rec- 
ords.” 

In that case the Supreme Court alsof 
referred to the settled rule that prices 
charged by companies not dealing at 
arm’s length (such as defendant here 
and its parent, United Gas Corpora-} 
tion) are subject to investigation, say- 
ing: 

“This court has often recognized 
that the reasonableness of the price at 
which a public utility company buys 
the product which it sells is an appro- 
priate subject of investigation when} 
the resale rates are under considera- 
tion, and that any relationship between 
the buyer and seller which tends to 
prevent arm’s length dealing may have 
an important bearing on the reason- 
ableness of the selling price.” (Citing J 
cases. ) : 

We conclude from all of the fore- § 
going that defendant United Gas Pipe § 
Line Company is a public utility sub- § 
ject to the jurisdiction of this Com- § 
mission. ‘ 

Defendant having been duly heard § 


on the question of this Commission’s 4 


jurisdiction, and having been deter- § 
mined to be subject to such jurisdic- 
tion by virtue of being a public utility 
with intrastate business, we reaffirm 
our citation and order of February 16, 
1939, in this proceeding. 
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SECURITIES AND EXCHANGE COMMISSION 


Re Illinois Iowa Power Company 


[File No. 31-154, Release No. 1501.] 


Intercorporate relations, § 19.2 — Federal regulation — Holding company ex- 
emption — Operating or holding company. 

A corporation is not entitled to exemption from the provisions of the Pub- 

lic Utility Holding Company Act of 1935 under § 3(a) (2) of that act 

when it is not predominantly a public utility company but, on the other 

hand, the business of its subsidiaries is an important part of its total busi- 

ness, the corporation receiving a larger amount from the subsidiaries than 


it does from its own operations. 


[April 18, 1939.] 


xz for exemption from provisions of Public 
Utility Holding Company Act under § 3(a) (2); denied. 


By the Commission: Illinois lowa 
Power Company (formerly known as 
Illinois Power and Light Corpora- 
tion) has filed an application for ex- 
emption from the provisions of the 
] Public Utility Holding Company Act 
7 of 1935, under § 3 (a) (2) of that 
act. After appropriate notice a hear- 
ing was held before a trial examiner. 
A trial examiner’s report was waived. 
Requests for specific findings of fact 
1 and briefs were filed, and the matter 
was submitted to the Commission on 
the basis of the record without oral 
argument. After consideration, the 
Commission makes the following find- 
ings : 

Section 3 (a) (2) of the Public 
Utility Holding Company Act (here- 
inafter sometimes referred to as the 
“act”) (15 USCA, § 79c) provides 
as follows: 

“The Commission, by rules and reg- 
ulations upon its own motion, or by 
order upon application, shall exempt 
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any holding company, and every sub- 
sidiary company thereof as such, from 
any provision or provisions of this 
chapter, unless and except in so far 
as it finds the exemption detrimental 
to the public interest or the interest of 
investors or consumers, if— 


“(2) such holding company is pre- 
dominantly a public utility company 
whose operations as such do not ex- 
tend beyond the state in which it is 


organized and _ states contiguous 
thereto” ; 

Illinois Iowa Power Company 
(hereinafter sometimes referred to as 
the “applicant’’) is an Illinois corpora- 
tion with its principal place of business 
in Monticello, Illinois. It is, under 
§ 2 (a) (8) of the act, a subsidiary of 
Illinois Traction Company and an in- 
direct subsidiary of The North Ameri- 
can Company, both of which are regis- 
tered holding companies. The appli- 
cant is a holding company as defined 
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by § 2 (a) (7) of the act because it 
holds more than 10 per cent of the 
outstanding voting securities of the 
Des Moines Electric Light Company, 
a public utility company. The follow- 
ing list, each company being indented 
under its immediate parent, indicates 
the intercorporate relationship be- 
tween the applicant and its subsidi- 
aries : 
Illinois Iowa Electric Company 
Des Moines Electric Light Com- 
pany 
Iowa Power and Light Com- 
pany 
Nonutility subsidiaries 


The applicant operates electric gen- 
eration, transmission, and distribu- 
tion facilities serving about 201,000 
customers in approximately 400 com- 
munities in various parts of Illinois. 
Its properties in central and south- 


western Illinois are physically in- 
terconnected, but there is no inter- 
connection between these properties 
and the properties in the northern 
counties of the state. The applicant 
also provides gas service, steam-heat- 
ing service, and water service, all in 
Illinois, and operates a local street rail- 
way and bus transportation service in 
Peoria and East Peoria, Illinois. 

The applicant owns all of the capital 
stock and funded indebtedness of the 
Des Moines Electric Light Company, 
a Maine corporation engaged in the 
generation, transmission, and distribu- 
tion of electric energy serving 51,000 
customers in Des Moines, Iowa, and 


various small communities located in 
the central part of that state. The 
company also provides gas service in 
Towa. 

Des Moines Electric Light Compa- 
ny owns all of the common stock of 
Iowa Power and Light Company, 
which has outstanding in the hands of 
the public 20,773 shares of 7 per cent 
cumulative preferred stock, 39,000 
shares of 6 per cent preferred stock, 
and $11,700,000 principal amount of 
first mortgage bonds. The Iowa § 
Power and Light Company is engaged 
in the generation, transmission, and 
distribution of electric energy serving § 
8,200 customers in central Iowa and § 
in the distribution of natural gas in 
the same state. 

The Des Moines Electric Light 
Company has registered as a holding 
company pursuant to § 5 of the Public 
Utility Holding Company Act of 
1935.1 Neither its property nor the 
properties of its subsidiary are physi- 
cally connected with the property of 
the applicant, but are located in Iowa 
over a hundred miles distant from the 
Illinois properties. 

In order to qualify for an exemp- 
tion under § 3 (a) (2), it is necessary 
that the applicant establish that it is 
predominantly a public utility compa- 
ny (as distinguished from a holding 
company) and that its operations do 
not extend beyond the state in which it 
is organized and states contiguous 
thereto. 

The term “public utility company” 
is defined in § 2 (a) (5) of the act 





1 While the applicant in its application re- 
quested the Commission to exempt the appli- 
cant and its subsidiaries, Des Moines Electric 
Light Company, Iowa Power and Light Com- 
pany, and others from the provisions of Title 
I of the act, the amended application seeks 
exemption only for the applicant. Its argu- 
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ment and briefs were directed solely toward 
the exemption of its subsidiaries as such. Ac- 
cordingly, we are not in this opinion passing 
upon the question of whether Des Moines 
Electric Light Company might be entitled to 
an exemption as a registered holding company 
under the terms of § 3(a) (2) of the act. 
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as “an electric utility company or a 
gas utility company.” The definition 
of these two terms as contained in § 2 
(a) (3) and (4) of the act makes it 
clear that they are to be taken to mean 
operating companies as distinguished 
from investment, management, or 
holding companies. Therefore the 
question is whether the applicant is 
predominantly engaged in utility op- 
erations or whether its holdings of 
stock of subsidiaries are sufficiently 
important to make an exemption un- 
der § 3 (a) (2) unavailable to it. 

An examination of the comparative 
net operating revenues of the appli- 
cant and its subsidiaries for the year 
1937 discloses that the revenues of the 
subsidiaries (after eliminating inter- 
company transactions) aggregate 
about 39 per cent of the net operating 
revenues of the applicant. On the 
basis of fixed gross utility assets the 
assets of the applicant’s subsidiaries 
are approximately 38 per cent of the 
assets of the applicant. On the basis 


of net income, after eliminating divi- 
dends and interest paid to the parent 
by the subsidiaries, the subsidiaries 
have a considerably greater income 
than the applicant; Illinois Iowa’s net 
income on this basis was, for the year 
1937, $962,857, while the total net in- 
come of the subsidiaries for the same 
year was $1,513,958. 

It is apparent that the business of 
the subsidiaries is an important part 
of the applicant’s total business. In 
so far as net income is concerned, the 
applicant receives a larger amount 
from the subsidiaries than it does 
from its own operations. 

On the facts of this case, therefore, 
we must deny the present application 
because of the very large proportion of 
the business of the applicant’s system 
being conducted by its subsidiaries 
rather than by the applicant itself. 

An order will be entered denying 
the application of Illinois lowa Power 
Company under § 3 (a) (2) of the 
act. 





ALABAMA SUPREME COURT 


Birmingham Electric Company 


City of Bessemer et al. 


[6 Div. 347.] 
(— Ala. —, 186 So. 569.) 


Injunction, § 54 — Parties in interest — Municipal competition. 
1. An electric company which is situated in a municipality, pays taxes on 
its property situated therein, and pays a fee for the privilege of doing busi- 
ness under its franchise, does not show such interest as warrants the en- 
joining of competition by a municipal plant, p. 154. 
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Public utilities, § 56 — Status of municipal plant. 


2. A municipal electric plant is not a public utility within the purview of 
the statute which gives the Commission jurisdiction over public utilities, 
». 155. 


Rates, § 429 — Municipal plants — E-xtraterritorial service. 


3. A municipal electric plant which serves others outside its corporate 
limits must do so at the same rate it serves its own inhabitants, p. 156. 


Injunction, § 54 — Legal interest — Competition. 
4. The legal interest which qualifies a privately owned electric utility to 
enjoin the operation of a municipal plant in competition therewith is af 
pecuniary interest, p. 156. 


Monopoly and competition, § 78 — Municipal plant. 
5. Municipalities are authorized by statute to construct and operate electric f 
transmission lines and distribution systems in competition with privately § 
owned power plants, p. 156. 


Parties, § 10 — Taxpayer — Municipal bond issue. 
6. A privately owned utility which owns property within the city limits, J 
pays taxes thereon, and pays a license fee for the privilege of doing busi- 
ness, shows no such interest as authorizes it to question the right of the 
municipality to issue revenue bonds payable out of the revenue of its 
transmission lines and distribution system, and not a general obligation of 
the city, nor the regularity and validity of the election to authorize such 
issue, p. 157. 


Municipal plants, § 17 — Power to construct — Statutes. 


7. The statute authorizing the organization of power districts in no way 
impinges the powers conferred by the statutes authorizing municipalities 
to construct and operate utility plants, p. 157. 


[February 9, 1939.] 


satay from decree sustaining demurrers and dismissing bill 
in suit to enjoin construction of transmission line; 
affirmed. 


» 


APPEARANCES: E. L. All, W. M. tric Company, against appellees, the 


Rogers, and Bradley, Baldwin, All & 
White, all of Birmingham, for appel- 
lant ; Howard H. Sullinger and George 
H. Bumgardner, both of Bessemer, 
for appellees; Lawrence Dumas, Jr., 
of Birmingham, for Local Unions 
6019, 5931, 5778, and 5802, United 
Mine Workers of America, amici cu- 
riz. 


Brown, J.: This is a bill filed by 
the appellant, the Birmingham Elec- 
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city of Bessemer, a municipal corpora- 
tion, its mayor and aldermen, clerk 
and treasurer, and the individuals in- 
cumbent in said offices, seeking to re- 
strain and permanently enjoin said de- 
fendants from proceeding with the 
construction of a proposed electric 
transmission line leading from the city 
of Bessemer to connect with a trans- 
mission line operated, or to be oper- 
ated, by the Tennessee Valley Author- 
ity, at a point approximately 50 miles 
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M@ north of Bessemer ; and to enjoin said 
defendants from constructing and op- 
erating a transmission system to serve 
patrons within and without the limits 
of said defendant municipality and 
within the “Birmingham metropolitan 
area” adequately served by complain- 
ant through its privately owned and 
integrated system covering said area. 
And, in the alternative, to enjoin said 
defendants from proceeding with said 
proposed enterprise, unless the defend- 
ant, the city of Bessemer, obtains from 

A the Alabama Public Service Commis- 

sion a certificate of convenience and 

necessity authorizing it to construct, 
maintain, and operate said line and dis- 
tribution system. 

And, further, the bill seeks to re- 
strain and enjoin said defendants and 
each of them “from engaging in un- 
a fair or unlawful competition with 
4 complainant in complainant’s business 
of distributing and selling electric en- 

ergy in any of the territory served by 

i complainant; and further perpetually 

| enjoining and restraining said city and 

J cach of said respondents from issuing, 

] signing, or delivering any bonds of the 

icity of Bessemer, whether revenue 

bonds or general obligation bonds of 

i said city, to WPA or anyone else to 

evidence any loan made to said city for 

the purpose of constructing said elec- 
tric transmission line or any electric 
distribution system without first ob- 
taining authority from the Alabama 

Public Service Commission by order 

of said Commission authorizing such 

issue of said bonds as required by 

§ 9744 of the Code of Alabama of 

1923; and further perpetually enjoin- 

ing and restraining said city and each 

of said respondents from further pro- 
ceeding with any acts in furtherance 
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of the construction or operation of any 
such proposed transmission line or of 
any such electric distribution system.” 

The basis of the complainant’s right 
to invoke the jurisdiction and power 
of the court to these ends is, in short, 
that it is a domestic corporation au- 
thorized to engage in the business of 
generating, purchasing, and distribut- 
ing electric energy for light, heat, and 
power, with its principal office and cor- 
porate domicile in the city of Birming- 
ham, Jefferson county, Alabama. That 
by the investment of a large sum of 
money it has acquired and is maintain- 
ing a highly efficient system for the 
distribution in the metropolitan area, 
covering the county of Jefferson, and 
all of the municipalities therein; that 
it adequately serves all the needs of 
said territory at reasonable rates, and 
through the development of its sys- 
tem has anticipated the needs of the 
future, and its integrated system is 
capable of meeting the needs of the 
present and future in said territory; 
that it enjoys a monopoly in fact, in 
said field. That it has acquired, pos- 
sesses, and enjoys a franchise granted 
and confirmed by the city of Bessemer 
to serve the said city and its inhabi- 
tants with electric energy for domestic 
and commercial uses, and its integrated 
system is fully equipped and capaci- 
tated to meet all the demands for such 
service, including the operation of a 
system of transportation within and 
without the limits of said respondent 
municipality. 

That it owns and maintains valuable 
property situated within the corporate 
limits of said municipality, on which 
it pays taxes, and contributes to the 
revenue of said city in the payment of 
28 P.U.R.(N.S.) 





ALABAMA SUPREME COURT 


large sums annually in excise and li- 
cense taxes. 

That complainant has been so en- 
gaged since the year 1924, that its said 
system is confined to the “Birming- 
ham metropolitan area,” in which it 
now “owns and operates both a com- 
plete electric distribution system in said 
metropolitan area and a com- 
plete street railway and motor bus 
transportation system.” That said 
systems represent an intensive appli- 
cation of the economies of large scale 
integrated electric distribution, and if 
complainant be forced to cease or sub- 
stantially curtail operation in the city 
of Bessemer and Tarrant City, by the 
actions of respondents, the result 
would be to impair seriously “such in- 
tegration.” 

That the complainant has been 
granted a certificate of convenience 


and necessity by the Alabama Public 
Service Commission to engage in said 
business. 


The bill alleges that the defendant 
municipality has contracted debts, out- 
standing and unpaid, in excess of the 
constitutional limit, but that it has 
made application to Federal agencies 
for funds, part as loans and the bal- 
ance as contribution for the construc- 
tion of said system, and that defendant 
proposes and is proceeding to issue 
revenue bonds, secured by the earnings 
of said proposed system and plant, and 
has held a popular election in said mu- 
nicipality submitting the question 
“Shall the city of Bessemer construct 
or acquire, own, and operate a mu- 
nicipal electric light and power sys- 
tem?” And that a majority of the 
qualified electors voting in said elec- 
tion voted in the affirmative. 

Also, that the defendant is proceed- 
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ing to do all the things the bill seeks 
to enjoin [except issue general obliga- 
tion bonds], without obtaining such 
certificate of convenience and neces- 
sity, and proposes to operate said pow- 
er line and distribution system in fur- 
nishing electricity, not only to its own 
inhabitants, but to the inhabitants of 
Tarrant City, and others outside of 
said municipalities in said “Birming- 
ham metropolitan area” served by the 
complainant, to complainant’s financial 
hurt. 

The circuit court sustained the de- 
murrers filed by the defendant to the 
bill and dismissed the same for want 
of equity, hence this appeal. 

One of the questions brought for- 
ward arises out of the insistence of 
appellee that complainant has not 
shown such interest as warrants it in 
invoking the jurisdiction and power of 
a court of equity for injunctive relief. 

[1] It is well settled that a citizen 
and taxpayer of a municipal corpora- 
tion, as one of the incorporators, may 
invoke the aid of a court of equity, “to 
prevent or avoid illegal corporate acts, 
whereby the burdens of taxation will 
be increased.”” New Orleans, M. & C. 
R. Co. v. Dunn (1874) 51 Ala. 128. 
Or, expressed in other words, “to pre- 
vent the abuse of corporate power and 
keep municipal corporations within 
subjection to the law.” Wilkinson v. 
Henry (1930) 221 Ala. 254, 257, 128 
So. 362, 363, 70 A.L.R. 712; Coleman 
v. Eutaw (1908) 157 Ala. 327, 47 
So. 703; Gillespie v. Gibbs (1906) 
147 Ala. 449, 41 So. 868; Inge v. 
Board of Public Works (1902) 135 
Ala. 187, 33 So. 678, 93 Am. St. Rep. 
20. 

The principle underlying the right 
stressed in the decided» cases is that 
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the inhabitants of the municipality are 
the corporators, and that the govern- 
ing boards are the agents and trustees 
of the corporation. Allen v. La Fay- 
ette (1890) 89 Ala. 641, 8 So. 30, 9 
L.R.A. 497; Eufaula v. McNab 
(1880) 67 Ala. 588, 42 Am. Rep. 118; 
Gillespie v. Gibbs, supra. 

The complainant does not fall with- 
in the stated category. It is not an in- 
habitant of the municipality, and the 
fact that it pays taxes on its property 
situated therein, and pays a license for 
the privilege of doing business under 
its franchise, without more does not 
show such interest as warrants the in- 
# terference of a court of equity. Jones 
v. Black (1872) 48 Ala. 540; Ala- 
bama Power Co. v. Ickes (1938) 302 
U. S. 464, 82 L. ed. 374, 21 P.ULR. 
(N.S.) 289, 58 S. Ct. 300; Id. (1937) 
67 App. D. C. 230, 91 F. (2d) 303. 


There is another phase of the case 
however, if sustainable, that would up- 


hold the equity of the bill. If, as the 
bill asserts, the municipality cannot 
engage in the business of establishing 
and maintaining a distribution system 
outside its corporate limits, without 
obtaining from the Alabama Public 
Service Commission a certificate of 
convenience and necessity, then the 
threatened competition of the munici- 
pality to the complainant’s lawfully 
conducted business would be unlawful, 
although complainant is operating un- 
der a nonexclusive franchise. Ala- 
bama Power Co. v. Cullman County 
Electric Membership Corp. (1937) 
234 Ala. 396, 19 P.U.R.(N.S.) 464, 
174 So. 866; Frost v. Oklahoma Corp. 
Commission, 278 U. S. 515, 73 L. ed. 
483, P.U.R.1929B, 634, 49 S. Ct. 235. 


[2] It is the contention of the ap- 
pellant that when the respondent mu- 
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nicipality undertakes to establish a sys- 
tem of distribution to serve other than 
its own inhabitants it becomes a public 
utility within the influence of Art. 8 
of Chap. 335, embracing §§ 9740- 
9824, of the Code of 1923, and is 
“subject to the regulatory and super- 
visory jurisdiction and authority of 
the Alabama Public Service Commis- 
sion, in all respects as a privately 
owned and operated utility engaged in 
the same business, except as to its rates 
and service regulations,” and cannot 
acquire or construct the line and dis- 
tribution system without obtaining a 
certificate of convenience and neces- 
sity, required by § 9795 of the Code. 
The question presented in Culpep- 
per v. Phenix City (1927) 216 Ala. 
318, 320, 113 So. 56, 58, was whether 
or not the “additional power, author- 
ity, and jurisdiction” conferred on the 
Alabama Public Service Commission 
embraced municipal corporations in 
any respect, and it was there held that 
municipal corporations were not with- 
in the influence of such power and 
jurisdiction. The court, pointing to 
the particular provisions of the stat- 
ute, observed: “It is inconceivable 
that the legislature could have intend- 
ed, in the face of these plain and posi- 
tive provisions, to have included mu- 
nicipal corporations among the utilities 
which are subjected in these respects 
to regulation and control by the Pub- 
lic Service Commission. Very clearly 
the utilities thus subjected are those 
only which are privately owned and 
operated, and not those owned and op- 
erated, or to be owned and operated, 
by a branch of the government itself, 
and for the financing of which special 
provision has been otherwise made.” 
The defendant municipality not be- 


28 P.U.R.(N.S.) 





ALABAMA SUPREME COURT 


ing within the jurisdiction and power 
conferred on the Alabama Public 
Service Commission by said Art. 8 of 
Chap. 335 of the Code—not within tts 
influence—the statute conferred on 
said defendant no right detrimental to 
the business and property rights of the 
complainant, and, therefore, the ques- 
tion of denial to the complainant by 
said statute of the equal protection of 
the law under the Fourteenth Amend- 
ment to the Constitution of the United 
States, USCA, is not presented. 

[3] Moreover, there is clearly a 
sound basis for classification, to in- 
clude the one and exclude the other 
from the exercise of such power. The 
defendant municipality, by its nature 
and elements, is a nonprofit producing 
governmental agency, and engages in 
proprietary enterprises for the pur- 
poses of serving its own inhabitants, 
and if its serves others outside its cor- 
porate limits, it must do so at the same 
rate it serves its own inhabitants. 
Montgomery v. Greene (1913) 180 
Ala. 322, 60 So. 900. 

The complainant, on the other hand, 
is conducting the business for profit to 
its stockholders. Frost v. Oklahoma 
Corp. Commission, supra. 

The appellant further insists that 
the defendant in seeking a loan of 
money to acquire or construct said 
power line and electrical distribution 
system, as well as the proposed acqui- 
sition and operation of said enterprise, 
is ultra vires the city’s corporate au- 
thority, and therefore should be en- 
joined. 

[4, 5] It is exceedingly doubtful 
whether the appellant has such legal 
interest in that question as authorizes 
it to invite judicial investigation. 
Leading authorities hold that “The le- 
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gal interest which qualifies a complain 
ant other than the state itself to sue 
in such a case is a pecuniary interest{il 
in preventing the defendant from do 
ing an act where the injury alleged 
flows from its quality and character a 
a breach of some legal or equitable du 
ty,” to the party complaining. Ala 
bama Power Co. v. Ickes, supra. Cf. 
New Orleans, M. & T. R. Co. v. El 
lerman (1882) 105 U. S. 166, 26 L. 
ed. 1015. 


The insistence, however, is without 
merit. Section 2001 of the Code 1923 
provides that: “Cities and towns shall 
have the right to establish,§ 
purchase, maintain, and operate a gas 
or electric light works, and to contract 
for the furnishing of gas or electricity 
to the city or town and surrounding 
territory.” [Italics supplied. ] 

Act No. 107, known as the “Car-f 
michael Act,” approved April 6, 1933,§ 
provides: “That any county, munici-f 
pal corporation, city within this state 
is hereby authorized and empowered# 
to acquire by purchase, construction,} 
condemnation, and/or otherwise and 
to maintain, extend, improve, and/or 
operate electric light plants, power 
plants, power lines, and electric distri-f 
bution systems together with the ex-F 
tension and the appurtenances thereto 
and all of the property, tangible and 
intangible, and of like or different 
kind, to be used or useful in connection 
therewith, either within or without, orf 
partly within and partly without, the 
corporate limits of such city or the 
boundaries of such county, under the 
provisions of this act for the purpose 
of producing, obtaining, distributing, 
and/or furnishing an adequate supply 
of electricity for public, industrial, 
business, domestic, light, power, 
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and/or other consumption within, or 
partly within and partly without the 
icorporate limits of such city or the 
boundaries of such county. Franchise 
for the supply of said commodities, 
or any one or more of them, to other 
municipalities and/or to the inhabi- 
tants, industries, and/or businesses 
therein shall be included within the 
properties which any city or county 
may acquire under the provisions of 
this act, and such franchises may be 
acquired either from such other mu- 
nicipalities or from the owners of such 
franchises. All or any part of any 
I existing electricity plant shall also be 
included in the properties which any 
city or county may acquire under the 
provisions of this act. Such city or 
county may acquire necessary or con- 
venient rights of way within the city 
and without the city and within the 


} county and without the county in or- 
der to reach any necessary or acces- 
sible source of power at a U. S. gov- 
7 ernment-owned power dam, or other- 
wise.” Gen. Acts 1933, Ex. Sess., p. 
100. 


These statutes speak for themselves, 


. §) and it requires no argument or inter- 


j pretation to show that the project of 
the defendant municipality is well 
within the power therein conferred. 


In addition to these, the Walker 
Act, No. 155, approved June 26, 1935, 
cumulative in its effect, confirms the 
grant of such power. Gen. Acts 1935, 
p. 201, §§ 1 and 2. 

[6] The complainant shows no 
such interest as authorizes it to ques- 
tion the right of the defendant mu- 
nicipality to issue revenue bonds pay- 
able out of the revenue of the proposed 
system, and not a general obligation 
of the city, nor the regularity and va- 
lidity of the election to authorize such 
issue. Oppenheim v. Florence (1934) 
229 Ala. 50, 21 P.U.R.(N.S.) 537, 
155 So. 859; Alabama Power Co. v. 
Ickes, supra. 

[7] The Hammer Act, No. 42, ap- 
proved February 7, 1935, Gen. Acts 
1935, p. 87, authorizing the organiz- 
ing of “Power District,” in no way 
impinges the powers conferred by the 
statutes above set out, and is not ap- 
plicable to the case presented in this 
record. 

The judgment here is that the bill 
is without equity, and the decree sus- 
taining the demurrers and dismissing 
the bill is free from error. 


Affirmed. 


Anderson, C. J., and Thomas and 
Knight, JJ., concur. 
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State 


Tri-State Telephone & Telegraph Company | 


[No. 31572.] 
(— Minn. —, 284 N. W. 294.) 


Rates, § 2 — Nature of rate making — Delegation of powers. : 
1. Rate making for the future is an inherently legislative act whether done & 
by the legislature directly or by an administrative body to which is dele- © 
gated the duty of fixing rates in detail, and the orders of such tribunals F 
are subject to the same tests and command the same regard as enactments | 
of the legislature, p. 162. ‘ 


Rates, § 650 — Duties of Commission — Necessary findings of fact. 


2. In rate proceedings the Commission must make findings of fact suffi- F 
ciently specific to enable the court to determine whether it has complied § 
with all statutory requirements and whether all substantial rights of the FJ 
company have been observed, p. 162. 4 


Procedure, § 30 — Findings of fact — Evidence. 


3. All essential facts on which the order of the Commission is based must 


be found, but that body is not obligated to display the weight given by & 
it to any part of the evidence or to disclose the mental operations by which 
it reached its result, p. 162. 


Rates, § 3 — Due process of law — Findings of fact. 


4. Due process has been accorded the company by the Commission in re- 
spect to its findings of fact, p. 162. 


Appeal and review, § 32 — Commission decisions — Function of court. 
5. The powers of the reviewing court are purely judicial and lack legisla- 
tive attributes. Its function is to protect constitutional rights, not to sit 
as a board of revision with appellate legislative authority to substitute its 
own judgment for that of the Commission, p. 165 


Appeal and review, § 48 — Conclusiveness of rate determination — Extent of 
judicial inquiry. 

6. Where the legislature itself fixes rates, acting within the field of legisla- 
tive discretion, its determinations are conclusive; and where the legisla- 
ture establishes a rate-fixing body to act within this same field, it may 
endow such body with power to make findings of fact which are con- 
clusive, provided the requirements of due process are met by according 
a fair hearing and acting upon the evidence and not arbitrarily. In such 
cases, the judicial inquiry into the facts goes no further than to ascertain 
whether there is evidence to support the findings, p. 165. 
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Return, § 50 — Confiscation. 
7. The Constitution limits the rate-making power by prohibiting depriva- 
tion of property without due process of law or the taking of private prop- 
erty for public use without just compensation, p. 165. 


4 Appeal and review, § 49 — Rate decision. 
8. When properly challenged as exceeding these limitations, acts of the 


legislature or its agent in rate making are necessarily subject to judicial 
review upon the facts and the law, p. 165. 

| Appeal and review, § 49 — Commission decision — Confiscation. 

: 9. In determining whether a rate is confiscatory, the judicial scrutiny must 
of necessity take into account the entire legislative process, including the 
reasoning and findings upon which the legislative action rests; the court 
will not interfere with the exercise of the rate-making power unless 
confiscation is clearly established, p. 165. 


] Appeal and review, § 48 — Commission decision — Rates. 


10. Respecting issues other than confiscation, the reviewing court may 
overthrow the order of the Commission only when that Board has so 
abused its discretion as to render its action arbitrary, p. 165. 


| Return, § 9 — Basis — Fair value — Confiscation. 

11. The just compensation assured a utility by the Fourteenth Amendment 
to the Federal Constitution, USCA, is a reasonable return on the value 
of the property at the time it was used in the public service. Rates which 
do not afford such a return are confiscatory, p. 170. 


i Valuation, § 193 — Property used — Apportionment of property. 


12. “Fair return” is computed with reference to the “fair value” of prop- 
erty used or shortly to be used in rendering that service, the rates for 
which are in controversy. When used for other purposes also, the property 
must be apportioned according to its employment in each, p. 172. 


Valuation, § 27 — Factors to be considered — Reproduction cost — Historical 
cost. 

13. In fixing the “fair value” of the property, it is proper to consider 
historical cost (the cost of the original plant plus additions, less retirements 
and accrued depreciation) provided consideration is given to changes in 
the price level; reproduction cost at the time of the inquiry, less accrued 
depreciation, provided the reproduction costs of the components can be 
found with reasonable certainty ; the financial history of the company and 
all other relevant facts, p. 172. 


i Depreciation, § 24 — Losses for each class of property. 


14. Annual depreciation charges may be determined by computing and 
weighing the losses from depreciation for each class of property, provided 
there is some relation between the depreciation reserve fund and the amount 
of actual depreciation which has accrued, p. 180. 


Valuation, § 405 — Findings — Adequacy — Factors affecting rate base. 
15. The findings of the trial court show that full consideration was given 
every element affecting the rate base, and the valuation allowed by the 
court is reasonably adequate, p. 182. 
Revenues, § 5 — Exchange revenues — Telephone company. 
16. Properly included in exchange revenues are revenues derived from 
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property used to render interurban service, the value of which property is 
included in the rate base, and a share of the revenues derived from toll 
charges for long-distance calls originating in the area, provided such toll 
charges are not also assessed to subscribers, and provided further that the 
share is related to the cost of the use of the facilities used and maintained 
to connect the subscribers’ station to the toll switchboard, p. 183. 


Return, § 111 — Fairness — Telephone company. 


17. Accepting the [telephone] company’s figures as to operating expenses 
would not reduce the annual rate of return to the company below 6 per 
cent, which the Commission fixed as fair and which the company does 
not dispute, p. 185. 


Rates, § 1 — Reasonableness. 


18. The findings of the Commission and the court are not arbitrary ana 
the rates prescribed are not confiscatory, p. 186. 


Apportionment, § 61 — Telephone property — Toll and exchange. 
Discussion by the Minnesota supreme court of the apportionment of prop- | 
erty between exchange telephone service and toll or long-distance service 
in an investigation of exchange telephone rates, p. 174. 


Return, § 72 — Return as a whole — Telephone company — Exchange and toll 
service. 


Discussion by Minnesota supreme court of the principle that a telephone 
company is entitled to a fair return on the property it devotes to toll 
service but is not entitled to earn it from services performed by other 
property, as its remedy, if such will be the result, is to apply for an in- 
crease in toll rates, p. 175. 


§ 645 — Scope of proceeding — Notice — Telephone investigation. 
Discussion of the adequacy of a notice of a telephone rate investigation 
as bearing on the question whether the Commission may make a new clas- 
sification of interurban service to include it in exchange service rather 
than toll service as formerly classified, p. 175. 

Valuation, § 32 — Rate base determination — Actual cost. 
Discussion by the Minnesota supreme court of historical cost as bearing 
on the determination of a rate base, p. 176. 

Valuation, § 39 — Rate base determination — Reproduction cost. 
Discussion by the Minnesota supreme court of reproduction cost as bear- 
ing on the determination of a rate base, p. 177. 

Valuation, § 22 — Rate base determination — Index numbers. 


Discussion by Minnesota supreme court of the use of index numbers in 
arriving at the present cost of supplies and labor in determining a rate base, 


p. 178 
Valuation, § 132 — Overheads — Omissions and contingencies. 


Discussion by Minnesota supreme court of omissions and contingencies in 
a determination of a rate base, p. 179. 


Valuation, § 139 — Overheads — Interest during construction. 


Discussion by Minnesota supreme court of interest during construction 
as an item in determining a rate base, p. 179. 
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Valuation, § 333 — Going concern value — Earning power. 


Discussion by Minnesota supreme court of the element of value in an 
assembled plant with an established business earning money over one not 


thus advanced, p. 180. 


Depreciation, § 39 — Amount of reserve — Relation to accrued depreciation. 
Statement by Minnesota supreme court that there must be some relation 
between the amount in the depreciation reserve and the amount of actual 
depreciation which has accrued, p. 181. 


Apportionment, § 49 — Telephone revenues — Exchange and toll services. 


Discussion of the apportionment of telephone company revenues between 
exchange and toll services by the station-to-station formula and by the 


board-to-board formula, p. 184. 
Expenses, § 49 — Pensions. 


Discussion by Minnesota supreme court of the propriety of the payment 
of pensions to superannuated employees and the inclusion of such pay- 
ments as an operating expense, p. 185. 


@ Expenses, § 89 — Rate case expense. 


Discussion by Minnesota supreme court of the allowance of reasonable 
amounts for rate case expenses where the utility prevails or the rates 
fixed by the Commission are retroactive, although such expenses need not 
be allowed if the rates charged are found to be greater than are fair and 


reasonable, p. 185. 


[February 24, 1939.] 


ales from judgment of District Court affirming Commis- 
sion’s order reducing telephone rates for exchange services 
within metropolitan area; affirmed. 


APPEARANCES: C. B. Randall and 
Ralph A. Stone, both of St. Paul, 
aTracy J. Peycke and F. E. Randall, 
both of Omaha, Neb., and E. A. 
Prendergast, of Minneapolis, for ap- 
pellant; John W. McConneloug and 
Louis P. Sheahan, both of St. Paul, 
for intervener-respondent city of St. 
Paul; Walter T. Ryan, of St. Paul, 
for intervener-respondent city of 
South St. Paul; Wm. S. Ervin, At- 
torney General, and David J. Erick- 


son, Deputy Attorney General (Eu- 
gene W. Reed, of St. Paul, of coun- 
sel), for respondent. 


GALLAGHER, C. J.: Appeal by the 
Tri-State Telephone and Telegraph 
Company from a judgment of the dis- 
trict court affirming an order of the 
Railroad and Warehouse Commission 
of Minnesota reducing existing rates 
for exchange services within the St. 
Paul metropolitan exchange area.’ 





1 These proceedings began August 15, 1929, 
upon an order of the Railroad and Warehouse 
Commission (the Commission) to the Tri- 
State Telephone and Telegraph Company 
(the company) to show cause why all its 
rates and charges should not be reduced. 
The company objected to proceeding under 
the order; the Commission acquiesced and 


(11] 
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instead undertook a survey of the property 
of the company in the St. Paul metropolitan 
exchange area (the area). Upon its cul- 
mination the Commission initiated on Feb- 
ruary 15, 1932, “an investigation of the rea- 
sonableness of all schedules of exchange rates 
and charges maintained and collected” by the 
company in the area. Hearings commenced 
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Generally stated the issues are (1) 
whether the findings of the Commis- 
sion as well as those of the district 
court constitute a denial of due proc- 
ess; and (2) whether the rates pre- 
scribed by the Commission and _ap- 
proved by the district court are con- 
fiscatory. 

[1] The Commission. Authority 
to investigate and regulate intrastate 
telephone rates is placed with the Com- 
mission. 1 Mason, Minn. Stats. 1927, 
§§ 4641, 5291. Rate making for the 
future is an inherently legislative act 
whether done by the legislature direct- 
ly or by a subordinate or administra- 
tive body to which is delegated the 
duty of fixing rates in detail, and the 
orders of such tribunals command the 
same regard and are subject to the 
same tests as enactments of the legis- 
lature. Chicago & G. T. R. Co. v. 
Wellman (1892) 143 U. S. 339, 36 
L. ed. 176, 12 S. Ct. 400; Knoxville 
v. Knoxville Water Co. (1909) 212 
UG 8, S34... S71, 29S. CO. 
148; Bluefield Water Works & Im- 
prov. Co. v. West Virginia Pub. 
Service Commission, 262 U. S. 679, 
67 L. ed. 1176, P.U.R.1923D, 11, 43 
S. Ct. 675; Arizona Grocery Co. v. 
Atchison, T. & S. F. R. Co. (1932) 
284 U. S. 370, 76 L. ed. 348, 52 S. 


Ct. 183. Being a legislative power, 


the rate-making power implies a rang¢ 
of legislative discretion which nec 
essarily extends to the processes b 
which the legislative determinatio 
is reached. Los Angeles Gas & E 
Corp. v. California R. Commission 
289 U. S. 287, 77 L. ed. He 
P.U.R.1933C, 229, 53 S. Ce: Ge 
St. Joseph Stock Yards Co. v. United 
States (1936) 298 U. S. 38, 80 L. ed 
1033, 14 P.U.R.(N.S.) 397, 56 S. Ct 
720. Where that discretion is free to 
operate, its choice is uncontrolled b 
courts exercising supervisory juris 
diction. Dayton Power & Light Co: 
v. Ohio Pub. Utilities Commission 
(1934) 292 U. S. 290, 78 L. ed. 1267, 
3 P.U.R.(N.S.) 279, 54S. Ct. 647. & 
[2-4] The Commission’s findings. 
An administrative body, even whenf 
acting quasi judicially, is free of many 
of the procedural checks which cir- 
cumscribe the action of a court. In-§9° 
terstate Commerce Commission v.jy" 
Louisville & N. R. Co. (1913) 2275 
U. S. 88, 57 L. ed. 431, 33 S. Ct. 185. 
While the Commission must considerf 
all competent evidence, and none that 
is incompetent, in making its decision#j*:. 
(Morgan v. United States (1936) 4° 
298 U. S. 468, 80 L. ed. 1288, 56 S. 
Ct. 906), the erroneous admission of 
evidence does not render the order in- 
valid. Northern P. R. Co. v. Depart- 





April 5, 1932, and continued intermittently 
until December 19, 1934. 

August 31, 1932 (P.U.R.1933A, 26) upon 
the petition of the city of St. Paul the Com- 
mission made a temporary rate order with 
regard to exchange rates in the area. The 
United States district court for this district 
restrained its enforcement by an interlocutory 
injunction Sepember 16, 1932, P.U.R.1933A, 
38, which was made permanent January 30, 
1935. 1932 Telephone Report 100. 

The Commission’s findings and its order 
fixing area exchange rates of approximately 
25 per cent less than existing rates were en- 


28 P.U.R.(N.S.) 


tered March 31, 1936. An appeal to the dis- 
trict court was at once taken (1 Mason Minn. 
St. 1927, § 5308), and its decision was filed 
May 21, 1937. Judgment was entered August 
10th of that year and this appeal was taken 
the following month, enforcement of the judg- 
ment and order being stayed pending our de- 
cision under bonds aggregating $750,000. 


The transcript of the testimony before the 
Commission totals 6,848 typewritten pages; 
briefs before the Commission, 979 pages; 
argument in district court, 1090 pages; and 
briefs in this court, some 1,200 pages. There 
are also some 200 exhibits, many of which 
are of great size. 
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ment of Public Works, 268 U. S. 39, 
(9 L. ed. 837, P.U.R.1925D, 93, 45 
§, Ct. 412. Failure to follow the rules 
of judicial hearings does not violate 
jue process so long as the substantial 
fights of the parties are protected. 


ed. 524, 50S. Ct. 220. Reduced to its 
implest terms, the purpose of a ju- 
dicial inquiry into an administrative 
proceeding is to determine whether 
the substantial rights of the parties are 
invaded. Chicago & G. T. R. Co. v. 
Wellman, supra; Los Angeles Gas & 
HIE. Corp. v. California R. Commission, 
Msupra; Dayton Power & Light Co. v. 
Ohio Pub. Utilities Commission, su- 
pra. 
The Commission’s obligation to 
make findings in rate proceedings is 
doubly apparent. To avoid the charge 


of unlawful delegation of authority to 
jix rates, the legislature must condi- 
tion its exercise by the Commission, 
and adherence to the statutory stand- 
ards must appear in the record of the 


Commission’s act. Minneapolis & St. 
P.S. R. Co. v. Birchwood (1932) 186 
Minn. 563, 244 N. W. 57; Wichita 
R. & Light Co. v. Kansas Pub. Utili- 
ties Commission (1922) 260 U. S. 
48, 67 L. ed. 124, P.U.R.1923B, 300, 
43S. Ct. 51; Mahler v. Eby (1924) 
264 U. S. 32, 68 L. ed. 549, 44 S. Ct. 
283; St. Louis & O’Fallon R. Co. v. 
United States, 279 U. S. 461, 73 L. 
ed. 798, P.U.R.1929C, 161, 49 S. 
Ct. 384; United States v. Chicago, 
we, te. PP. &F RCo. (1935) 
294 U. S. 499, 79 L. ed. 1023, 
55 S. Ct. 462 ; Schechter Poultry Corp. 
v. United States (1935) 295 U. S. 
495, 79 L. ed. 1570, 55 S. Ct. 837, 97 
A.L.R. 947. Due process demands 
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that rates be fixed only after a hear- 
ing attended by at least the rudiments 
of fair play. The Commission is in 
consequence required to base its deci- 
sion upon the evidence and arguments 
disclosed at the hearing ; its order must 
be supported by findings of fact which 
are in turn sustained by the evidence. 
Interstate Commerce Commission v. 
Louisville & N. R. Co. supra; West 
Ohio Gas Co. v. Ohio Pub. Utilities 
Commission (1935) 294 U. S. 63, 79 
L. ed. 761, 6 P.U.R.(N.S.) 449, 55 
S. Ct. 316; Acker v. United States 
(1936) 298 U. S. 426, 80 L. ed. 1257, 
56 S. Ct. 824; Ohio Bell Teleph. Co. 
v. Ohio Pub. Utilities Commission 
(1937) 301 U. S. 292, 81 L. ed. 1093, 
18 P.U.R.(N.S.) 305, 57 S. Ct. 724; 
Railroad Commission v. Pacific Gas 
& E. Co. (1938) 302 U. S. 388, 82 
L. ed. 319, 21 P.U.R.(N.S.) 480, 58 
S. Ct. 334. 

Recitals in the order of submission 
to the statutory rules of procedure and 
decision are inconclusive; compliance 
with the legislative standard must be 
evident from the findings of the Com- 
mission. Interstate Commerce Com- 
mission v. Northern P. R. Co. (1910) 
216 U. S. 538, 54 L. ed. 608, 30 S. Ct. 
417; Morgan v. United States, supra. 
Likewise in the case of due process the 
single finding that existing rates are 
unreasonable is a conclusion and in- 
sufficient unless supported by findings 
of fact more particularly stated which 
demonstrate the grounds upon which 
the conclusion is based so that the 
court may determine whether the or- 
der proceeds from a conscientious con- 
sideration of the evidence or is arbi- 
trary. Western Buse Teleph. Co. v. 
Northwestern Bell Teleph. Co. 188 
Minn. 524, P.U.R.1933D, 206, 248 
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N. W. 220; United States v. Chicago, 
M., St. P. & P. R. Co. supra; Ohie 
Bell Teleph. Co. v. Ohio Pub. Utili- 
ties Commission, supra. 

Observance by the Commission of 
the statutory prerequisites are not in 
question, but the company does con- 
tend that the findings*® of that body 
are not sufficiently specific to satisfy 
due process. From the rules previous- 
ly propounded, it follows that if the 
findings are sufficiently specific to per- 
mit a court sitting in review to deter- 
mine whether or not the Commission 
was influenced only by matters prop- 
erly within its purview in reaching the 
result, then due process is satisfied. 
Findings need not be so particular that 
the manner in which every minute 
controversy was decided is displayed, 
for the purpose of review is to discover 
whether the legislative process has re- 
sulted in invasion of a legal or consti- 
tutional right and not to examine the 
manner in which disputes of every 
caliber were resolved. These rulings 
are collateral and while, if correct, 
they might tend to confirm the order, 


the order might yet be sustained al- 
though certain of them are wrong. In- 
terstate Commerce Commission y. 
Louisville & N. R. Co. supra; Virgin- 
ian R. Co. v. United States (1926) 
272 U. S. 658, 71 L. ed. 463, 47 S. Ct. 
222; Georgia R. & Power Co. v. Rail- 
road Commission, 262 U. S. 625, 67 
L. ed. 1144, P.U.R.1923D, 1, 43 S, 
Ct. 680; Tagg Bros. & Moorhead y, 
United States, supra; Los Angeles Gas 
& E. Corp. v. California R. Commis- 
sion, supra; West v. Chesapeake & P. 
Teleph. Co. (1935) 295 U. S. 662, 79 
L. ed. 1640, 8 P.U.R.(N.S.) 433, 55 
S. Ct. 894; American Teleph. & Teleg. 
Co. v. United States (1936) 299 U.} 
S. 232, 81 L. ed. 142, 16 P.U.R. 
(N.S:) 225, 57'S. Ch. 376. 

The zone of propriety between the 
extremes of mere conclusion and un- 
due particularity has never been accu- 
rately defined. It has been said that all 
of the essential facts upon which the 
order is based must be found. Atchi- 
son, T. & S. F. R. Co. v. United States 
(1935) 295 U. S. 193, 79 L. ed. 1382, 
55 S. Ct. 748; Morgan v. United 





2The Commission found that the company 
has operated a telephone system in the area 
for more than eighteen years; that the prop- 
erties included in the valuation are those used 
by the company in rendering telephone serv- 
ice to the public situate within the area, “not 
including, however, property primarily con- 
structed and used for long-distance toll serv- 
ice’; that the original cost, accrued deprecia- 
tion, and depreciated original cost as of De- 
cember 31, 1931, and December 31, 1933, are: 


1931 $13,008,721 $3,621,307 $9,387,414 
1933 13,158,007 3,970,770 9,187,237 


that the cost of reproduction new, the amount 
of accrued depreciation, and the cost of re- 
production new less accrued depreciation as 
of the same dates are: 


1931 $12,060,149 $3,452,871 $8,607,278 
1933 12,160,902 3,787,902 8,373,000 
that the minimum gross earnings, the maxi- 


mum operating expenses, and the minimum 
net earnings have been: 


28 P.U.R.(N.S.) 


1928 $3,791,191 $2,174,518 $1,616,673 
1929 3,884,495 2,258,830 1,625,665 
1930 3,891,791 2,301,885 1,589,906 
1931 3,877,128 2,136,420 1,740,708 
1932 3,668,275 2,049,882 1,618,393 
1933 3,374,837 2,000,091 1,374,746 


that a fair return upon its property is 6 per 
cent; that the fair value for rate-making pur- 
poses of its property during 1931 and 1933, 
and a fair return upon that value would be: 


1931 $8,750,000 $525,000 
1933 8,500,000 510,000 


that the actual rate of return under subsisting 
rates for 1931 was 19.89 per cent, and for 
1933 was 16.17 per cent; that these rates are 
excessive and unreasonable, and that the 
schedule of exchange rates which are then 
set forth in the findings would yield a fair 
rate of return and would constitute reasonable 
and proper charges. The order decreeing that 
these rates be effective May 31, 1936, then 
follows. 
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States, supra. On the other hand, the 
Commission is not obligated to dis- 
play the weight given by it to any part 
of the evidence or to disclose the men- 
tal operations by which it reached its 
result. Baltimore & O. R. Co. v. 
United States (1936) 298 U. S. 349, 
80 L. ed. 1209, 56 S. Ct. 797. A can- 
did statement of the reasons and proc- 
esses by which its findings are reached 
would be of assistance to the review- 
ing court, yet the Commission is un- 
der no compulsion to expose its meth- 
ods. Railroad Commission v. Pacific 
Gas & E. Co. (1938) 302 U. S. 388, 
82 L. ed. 319, 21 P.U.R.(N.S.) 480, 
58 S. Ct. 334. A bare finding of fair 
value without findings of historical 
cost and reproduction cost, accrued 
depreciation, and historical or repro- 
duction cost less depreciation, will not 
suffice. Each of these items must be 


specifically found; a figure arrived at 


by offsets and comparisons without 
disclosing the sums compared or off- 
set is not in accord with due process. 
The Minnesota Rate Cases (1913) 230 
U. $352, 57 LL. ed: 1511, 33 S$. Ce. 
729, 48 L.R.A.(N.S.) 1151, Ann. 
Cas. 1916A, 18; West v. Chesapeake 
& P. Teleph. Co. supra; Petersburg 
Gas Co. v. Petersburg, 132 Va. 82, 
P.U.R.1922C, 172, 110 S. E. 533, 20 
A.L.R. 542. 


While the Commission cannot be 
charged with verbosity, it has made 
sufficient findings to demonstrate the 


§ essential basic facts from which its or- 


der proceeds. We hold that due proc- 
ess in this respect has been accorded. 
Prendergast v. New York Teleph. Co. 
262 U. S. 43, 67 L. ed. 853, P.U.R. 
1923C, 719, 43 S. Ct. 466; Smith v. 
Illinois Bell Teleph. Co. (1930) 282 
U.S. 193, -75 L. ed. 255; PAULR: 
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1931A, 1, 51 S. Ct. 65; St. Joseph 
Stock Yards Co. v. United States 
(1936) 298 U. S. 38, 80 L. ed. 1033, 
14 P.U.R.(N.S.) 397, 56 S. Ct. 720; 
United Gas Pub. Service Co. v. Tex- 
as (1938) 303 U. S. 123, 82 L. ed. 
702, 22 P.U.R.(N.S.) 113, 58 S. Ct. 
483; 19 Minn. L. Rev. 763. We are 
the more inclined to this view because 
of the absence of an application to the 
Commission for more specific findings. 
Chicago & N. W. R. Co. v. Verschin- 
gel (1936) 197 Minn. 580, 17 P.U.R. 
(N.S.) 297, 268 N. W. 2, 709; Ruud 
v. Minneapolis Street R. Co. (1938) 
202 Minn. 480, 279 N. W. 224. 
[5-10] The court’s findings. The 
company asserts that the district court, 
when reviewing an allegedly confisca- 
tory order of the Commission, must 
weigh the evidence and determine the 
facts upon its own independent judg- 
ment and without the least regard to 
the findings of the Commission. This 
view finds support in the case of Ohio 
Valley Water Co. v. Ben Avon, 253 
U. S. 287, 64 L. ed. 908, P.U.R. 
1920E, 814, 40 S. Ct. 527 (see, also, 
Western Buse Teleph. Co. v. North- 
western Bell Teleph. Co. 188 Minn. 
524, P.U.R.1933D, 206, 248 N. W. 
220). Prior to this decision the judi- 
cial rule was that if the administra- 
tive findings of fact had legally ade- 
quate basis in the evidence the review- 
ing court was precluded from super- 
seding those findings with its own. 
Interstate Commerce Commission v. 
Louisville & N. R. Co. (1913) 227 U. 
S. 88, 57 L. ed. 431, 33 S. Ct. 185; 
The Minnesota Rate Cases, supra. 
Since the Ben Avon Borough Case, 
supra, the United States Supreme 
Court appears to have receded from 
the position there taken ; how far must 
28 P.U.R.(N.S.) 
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be determined by a general review of 
the cases.® 

In answering this contention we 
are confronted with the task of defin- 
ing the boundary between the legisla- 
tive and the judicial powers. It is 
agreed that the company is entitled to 
a judicial determination of the issue 
of confiscation(Dayton-Goose Creek 
R. Co. v. United States (1924) 263 
U. S. 456, 68 L. ed. 388, 44 S. Ct. 
169, 33 A.L.R. 472; Baltimore & O. 
R. Co. v. United States, supra; that it 
is the duty of the court in passing up- 
on that issue to make findings of fact 
(Western Buse Teleph Co. v. North- 
western Bell Teleph. Co. supra) ; and 
that the rulings of the Commission up- 
on questions of law are without final- 
ity (Crowell v. Benson (1932) 285 U. 
S. 22, 76 L. ed. 598, 52 S. Ct. 285). 

As before stated, the rate-making 
power is legislative. The Commission 
is informed by experience in its exer- 
cise and is specially constituted to 
weigh the evidence and determine the 
facts by which the exertion of the pow- 
er is governed. In complex and deli- 
cate cases much weight attaches to its 
judgment. Interstate Commerce 
Commission v. Northern P. R. Co. 
(1910) 216 U. S. 538, 54 L. ed. 608, 
30 S. Ct. 417; The Minnesota Rate 
Cases, supra; Crowell v. Benson, su- 
pra; American Teleph. & Teleg. Co. v 
United States (1936) 299 U. S. 232, 


81 L. ed. 142, 16 P.U.R.(N.S.) 225, 
57 S. Ct. 170. It is presumed, until 
the contrary is shown by clear and 
convincing proof, that the rates fixed 
by the Commission are reasonable and 
just. Chicago & G. T. R. Co. v. Well- 
man (1892) 143 U. S. 339, 36 L. ed. 
176, 12 S. Ct. 400; Knoxville v. Knox- 
ville Water Co. (1909) 212 U. S. 1, 
53 L. ed. 371, 29 S. Ct. 148; Willcox 
v. Consolidated Gas Co. (1909) 212 
U. S. 19, 53 L. ed. 382, 29 S. Ct. 192, 
48 L.R.A.(N.S.) 1134, 15 Ann. Cas. 
1034; The Minnesota Rate Cases, su- 
pra; Northern P. R. Co. v. North Da- 
kota ex rel. McCue, 236 U. S. 585, 59 
L. ed. 735, P.U.R.1915C, 277, 35'S. 
Ct. 429, L.R.A.1917F, 1148, Ann. 
Cas. 1916A, 1; Des Moines Gas Co. 
v. Des Moines, 238 U. S. 153, 59 L. 
ed. 1244, P.U.R.1915D, 577, 35 S. 
Ct. 811; Banton v. Belt Line R. Corp. 
(1925) 268 U. S. 413, 69 L. ed. 1020, 
P.U.R.1926A, 317, 45 S. Ct. 534; 
Los Angeles Gas & E. Corp. v. Cali- 
fornia R. Commission, 289 U. S. 287, 


77 L. ed. 1180, P.U.R.1933C, 229, 53 j Mi 


S. Ct. 637; Baltimore & O. R. Co. v. 
United States, supra; United Gas Pub. 
Service Co. v. Texas, supra; Minne- 
apolis Gaslight Co. v. Minneapolis 
(1913) 123 Minn. 231, 143 N. W. | 
728. 

The powers of the reviewing court 
are purely judicial and wholly lacking 
in legislative attributes. Its function 





8Qhio Valley Water Co. v. Ben Avon, 
supra; Tagg Bros. & Moorhead v. United 
States (1929) 280 U. S. 420, 74 L. ed. 524, 
50 S. Ct. 220; Los Angeles Gas & E. Corp. 
v. California R. Commission, supra; Georgia 
R. & Power Co. v. Railroad Commission, 262 
U.. Sis 625,. 67. 1.ed... 1144, PAO R925D, -1, 
43 S. Ct. 680; Bluefield Water Works & 
Improv. Co. v. Public Service Commission, 
262 U. S. 679, 67 L. ed. 1176, P.U.R.1923D, 
14,°43'S; Ct 675; Ohio Utilities Co. v. Public 
Utilities Commission, 267 U. S. 359, 69 L. ed. 


28 P.U.R.(N.S.) 


656, P.U.R.1925C, 599, 45 S. Ct. 259; Clark’s 
Ferry Bridge Co. v. Pennsylvania Pub. Serv- 
ice Commission (1934) 291 U. S. 227, 78 
L. ed. 767, 2 P.U.R.(N.S.) 225, 54 S. Ct. 427; 
St. Joseph Stock Yards Co. v. United States 
(1936) 298 U. S. 38, 80 L. ed. 1033, 14 P.U.LR. 
(N.S.) 397, 56 S. Ct. 720; West v. Chesa- 
peake & P. Teleph. Co. (1935) 295 U. S. 
662, 79 L. ed. 1640, 8 P.U.R.(N.S.) 433, 
55 S. Ct. 894; United Gas Pub. Service Co. 
v. Texas (1938) 303 U. S. 123, 82 L. ed. 702, 
22 P.U.R.(N.S.) 113, 58 S.Ct. 483. 
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js to protect constitutional rights, not 
to sit as a board of revision with ap- 
pellate legislative authority to substi- 
tute its own judgment for that of the 
Commission. The Minnesota Rate 
Cases, supra; Southern P. Co. v. 
Campbell (1913) 230 U. S. 537, 57 
L. ed. 1610, 33 S. Ct. 1027 ; Northern 
P. R. Co. v. North Dakota ex rel. Mc- 
Cue, supra; Prendergast v. New York 
Teleph. Co. 262 U. S. 43, 67 L. ed. 
853, P.U.R.1923C, 719, 43 S. Ct. 466; 
Pacific Gas & E. Co. v. San Francis- 
co, 265 U. S. 403, 68 L. ed. 1075, 
P.U.R.1924D, 817, 44 S. Ct. 537; 
Los Angeles Gas & E. Corp. v. Cali- 
fornia R. Commission, supra; St. Jo- 
seph Stock Yards Co. v. United States 
(1936) 298 U. S. 38, 80 L. ed. 1033, 
14 P.U.R.(N.S.) 397, 56 S. Ct. 720; 
American Teleph. & Teleg. Co. v. 
United States, supra. This does not 
mean that the findings of the Com- 


mission are conclusive upon the courts. 
Interstate Commerce Commission v. 


Louisville & N. R. Co. supra; The 


Minnesota Rate Cases, supra. The 


_ 9 judicial power authorizes courts to in- 


quire into the legal sufficiency of the 
evidence in support of administrative 
findings and to declare void an order 
where the findings are without basis in 
the evidence, or are based upon 
evidence inadequate as a matter 
of law. Interstate Commerce Com- 
mission v. Northern P. R. Co. supra; 
Norfolk & W. R. Co. v. Conley, 236 
U. S. 605, 59 L. ed. 745, P.U.R. 
1915C, 293, 35 S. Ct. 437 ; Ohio Utili- 
ties Co. v. Public Utilities Commis- 
sion, 267 U. S. 359, 69 L. ed. 656, 
P.U.R.1925C, 599, 45 S. Ct. 259; 
Banton v. Belt Line R. Corp. supra. 
But courts may not resolve con- 
flicting evidence or pass upon the cred- 
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ibility of witnesses. Interstate Com- 
merce Commission v. Louisville & N. 
R. Co. supra; Tagg Bros. & Moore- 
head v. United States (1929) 280 U. 
S. 420, 74 L. ed. 524, 50 S. Ct. 220; 
Crowell v. Benson, supra; St. Joseph 
Stock Yards Co. v. United States, su- 
pra; United Gas Pub. Service Co. v. 
Texas, supra; California R. Commis- 
sion v. Pacific Gas & E. Co. (1938) 
302 U. S. 388, 82 L. ed. 319, 21 
P.U.R.(N.S.) 480, 58 S. Ct. 334. 


The company concedes that where 
compliance with a statutory standard 
is in issue the findings of the Commis- 
sion are conclusive if justified by ade- 
quate evidence, but contends that 
where confiscation is alleged the court 
must make findings entirely insulated 
from those of the Commission. Cro- 
well v. Benson, supra, and Baltimore 
& O. R. Co. v. United States (1936) 
298 U. S. 349, 80 L. ed. 1209, 56 S. 
Ct. 797, give some support to this 
proposition. 

This question was before the Unit- 
ed States Supreme Court in St. Joseph 
Stock Yards Co. v. United States, su- 
pra. That case involved an action by 
plaintiff company to restrain the secre- 
tary of agriculture from enforcing an 
order fixing maximum rates for the 
company’s service under the authority 
of the provisions of the Packers and 
Stockyards Act, 1921 (42 Stat. 159, 
7 USCA §§ 181-229). There, as in 
this case, was involved the scope of 
judicial review of the issue of confis- 
cation and the preliminary question as 
to whether the trial court had failed to 
exercise its independent judgment on 
the facts. In that case, the trial court 
had expressed the view that even 
though the issue was one of confisca- 
tion, the court was bound to accept the 
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findings of the secretary if they were 
supported by substantial evidence and 
that it is not within the judicial prov- 
ince to weigh the evidence and pass 
upon the issues of fact. The United 
States Supreme Court referred to the 
distinction between action within the 
sphere of legislative authority and 
action which transcends the limits of 
legislative power. It pointed out that 
whether the action be by the legisla- 
ture itself or by an agency appointed 
by it, the findings of fact are conclu- 
sive provided the requirements of due 
process are met by according a fair 
hearing and acting upon evidence and 
not arbitrarily, and that in such case 
the judicial inquiry into the facts goes 
no further than to ascertain whether 
there is evidence to support the find- 
ings. The court then proceeded to re- 
view the principles applicable when the 
issue of due process or the taking of 
private property for public use with- 
out just compensation is involved. 
Mr. Chief Justice Hughes speaking 
for the court said (298 U. S. at pp. 
51-54, 56 S. Ct. at p. 726, 14 P.U.R. 
(N.S.) at pp. 404, 405): 

“But the Constitution fixes limits to 
the rate-making power by prohibiting 
the deprivation of property without 
due process of law or the taking of 
private property for public use with- 
out just compensation. When the leg- 


islature acts directly, its action is sub- 


ject to judicial scrutiny and determina- 
tion in order to prevent transgression 
of these limits of power. The legis- 
lature cannot preclude that scrutiny or 
determination by any declaration or 
legislative finding. Legislative decla- 
ration or finding is necessarily subject 
to independent judicial review upon 
the facts and the law by courts of com- 
28 P.U.R.(N.S.) 


petent jurisdiction to the end that the 
Constitution as the supreme law of the 
land may be maintained. Nor can the 
legislature escape the constitutional 
limitation by authorizing its agent to 
make findings that the agent has kept 
within that limitation. Legislative 
agencies, with varying qualifications, 
work in a field peculiarly exposed to 
political demands. Some may be ex- 
pert and impartial, others subservient. 
It is not difficult for them to observe 
the requirements of law in giving a 
hearing and receiving evidence. But to 
say that their findings of fact may be 
made conclusive where constitutional 
rights of liberty and property are in- 
volved, although the evidence clearly 
establishes that the findings are wrong 
and constitutional rights have been in- 
vaded, is to place those rights at the 
mercy of administrative officials and 
seriously to impair the security inher- 
ent in our judicial safeguards. That 
prospect, with our multiplication of ad- 
ministrative agencies, is not one to be 
lightly regarded. It is said that we can 
retain judicial authority to examine | 
the weight of evidence when the ques- 
tion concerns the right of personal 
liberty. But if this be so, it is not be- 
cause we are privileged to perform our 
judicial duty in that case and for rea- 
sons of convenience to disregard it in 
others. The principle applies when 
rights either of person or of property 
are protected by constitutional restric- 
tions. Under our system there is no 
warrant for the view that the judicial 
power of a competent court can be cir- 
cumscribed by any legislative arrange- 
ment designed to give effect to admin- 
istrative action going beyond the lim- 
its of constitutional authority. This 
is the purport of the decisions above 
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cited with respect to the exercise of an 
independent judicial judgment upon 
the facts where confiscation is alleged. 
The question under the Packers and 
Stockyards Act is not different from 
that arising under any other act, and 
we see no reason why those decisions 
should be overruled. 


“But this judicial duty to exercise 
an independent judgment does not re- 
quire or justify disregard of the 
weight which may properly attach to 
findings upon hearing and evidence. 
On the contrary, the judicial duty is 
performed in the light of the pro- 
ceedings already had and may be 
greatly facilitated by the assembling 
and analysis of the facts in the 
course of the legislative determina- 
tion. Judicial judgment may be 
none the less appropriately inde- 
pendent because informed and aided 
by the sifting procedure of an ex- 
pert legislative agency. Moreover, as 
the question is whether the legislative 
action has passed beyond the lowest 
a limit of the permitted zone of reason- 
ableness into the forbidden reaches of 
confiscation, judicial scrutiny must of 
necessity take into account the entire 
legislative process, including the rea- 
soning and findings upon which the 
legislative action rests. We have said 
that ‘in a question of rate making 
there is a strong presumption in favor 
of the conclusions reached by an ex- 
perienced administrative body after a 
full hearing.’ Darnell v. Edwards, 
244 U. S. 564, 569, 61 L. ed. 1317, 
1321, P.U.R.1917F, 64, 68, 37 S. Ct. 
701. The established principle which 
guides the court in the exercise of its 
judgment on the entire case is that the 
complaining party carries the burden 
of making a convincing showing and 
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that the court will not interfere with 
the exercise of the rate-making power 
unless confiscation is clearly estab- 
lished. Los Angeles Gas & E. Corp. 
v. California R. Commission, 289 U. 
S. 287, 305, 77 L. ed. 1180, P.U.R. 
1933C, 229, 53 S. Ct. 637 ; Lindheim- 
er v. Illinois Bell Teleph. Co. (1934) 
292 U. S. 151, 169, 78 L. ed. 1182, 
1193, 3 P.U.R.(N.S.) 337, 54 S. Ct. 
658; Dayton Power & Light Co. v. 
Ohio Pub. Utilities Commission 
(1934) 292 U. S. 290, 298, 78 L. ed. 
1267, 1274, 3 P.U.R.(N.S.) 279, 54 
S. Ct. 647. 

ee It follows, in the applica- 
tion of this principle, that, as the ulti- 
mate determination whether or not 
rates are confiscatory ordinarily rests 
upon a variety of subordinate or pri- 
mary findings of fact as to particular 
elements, such findings made by a leg- 
islative agency after hearing will not 
be disturbed save as in particular in- 
stances they are plainly shown to be 
overborne.” 

The court concluded that the dis- 
trict court, despite its observations as 
to the scope of review, apparently did 
pass upon the evidence, make findings 
of its own, and adopt findings of the 
secretary. It was held that because in- 
dependent judgment was thus exer- 
cised by the trial court it was unneces- 
sary to remand the cause to that court 
for further consideration. 

Appellant complains that the trial 
court in the instant case adopted, in 
some instances, the findings and con- 
clusions of the Commission instead of 
making its own based on its independ- 
ent judgment. Isolated statements 
contained in the decision, in part, jus- 
tify the criticism. But one cannot read 
the entire decision without reaching 
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the conclusion that the trial court did 
apply its independent judgment to the 
findings and conclusions, at least to 
the extent of complying with the ex- 
actions required by the United States 
Supreme Court in St. Joseph Stock 
Yards Co. v. United States (1936) 
298 U. S. 38, 80 L. ed. 1033, 14 
P.U.R.(N.S.) 397, 56 S. Ct. 720. 

The trial court in its statement of 
the process by which it arrived at its 
decision referred to this case and to 
Western Buse Teleph. Co. v. North- 
western Bell Teleph. Co. 188 Minn. 
524, P.U.R.1933D, 206, 248 N. W. 
220, thus indicating its familiarity 
with the rules involved and its inten- 
tions to apply them. 

We believe, as did the United States 
Supreme Court in St. Joseph Stock 
Yards Co. v. United States, supra, 
that the district court in this case re- 
gardless of its observations did pass 
upon the evidence and did make its 
own findings and conclusions. For 
that reason, we did not deem it nec- 
essary to remand the case to that court 
for further consideration. 

Confiscation. By an intricate series 
of inferences and surmises, indulged 
in also by the parties, the district court 
demonstrates the precise action taken 
by the Commission upon every item 
influencing the conclusions by it 
reached. Since the attitude of the 
Commission was fair and its findings 
derived from the evidence adduced at 
the hearing, we are not required to fol- 
low the parties and the district court 
into an examination of the Commis- 
sion’s conduct. Confiscation proceeds 
from the result reached, not from in- 
cidental errors made in reaching it. 
Our review is in consequence restrict- 
ed to a determination of the conclu- 
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sions which the evidence put in by the 
state will reasonably sustain. Cedar 
Rapids Gas Light Co. v. Cedar Rap- 
ids (1912) 223 U. S. 655, 56 L. ed. 
594, 32 S. Ct. 389; West v. Chesa- 
peake & P. Teleph. Co. (1935) 295 
U. S. 662, 79 L. ed. 1640, 8 P.ULR. 
(N.S.) 433, 55 S. Ct. 894. 

[11] Having devoted its property 
to the public service, the company is 
required to render service upon de- 
mand ; it is entitled to reasonable com- 
pensation for the services so rendered 
because its property is as effectually 
confiscated by requiring its use for in- 
adequate compensation as by a taking 
for less than its true worth. The just 
compensation assured a utility by 
the Fourteenth Amendment, Const. 
USCA, is a reasonable return on the 
value of the property at the time it is 
used in the public service. Rates 
which do not afford this return are 
confiscatory. While this is the aspect 
of the rule most often regarded, it is 
also true that the company’s monopoly 
which is granted and protected by the 
state ought not to be exerted to the 
public detriment as a means of impos- 
ing oppressive rates. The Minnesota 
Rate Cases (1913) 230 U. S. 352, 57 
L. ed. 1511, 33 S. Ct. 729, 48 L.R.A. 
(N.S.) 1151, Ann. Cas. 1916A, 18; 
Northern P. R. Co. v. North Da- 
kota ex rel. McCue (1915) 236 U. S. 
585, 59 L. ed. 735, P.U.R.1915C, 277, 
35 S. Ct. 429, L.R.A.1917F, 1148, 
Ann. Cas. 1916A, 1; Banton v. Belt 
Line R. Corp. (1925) 268 U. S. 413, 
69 L. ed. 1020, P.U.R.1926A, 317, 45 
S. Ct. 534; Public Utility Comrs. v. 
New York Teleph. Co. 271 U. S. 23, 
70 L. ed. 808, P.U.R.1926C, 740, 46 
S. Ct. 363; Pacific Teleph. & Teleg. 
Co. v. Wallace (1938) 158 Or. 210, 
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23 P.U.R.(N.S.) 65, 75 P. (2d) 942; 
Petersburg Gas Co. v. Petersburg, 132 
Va. 82, P.U.R.1922C, 172, 110 S. E. 
533, 20 A.L.R. 542. If the company 
is permitted to exact whatever rate its 
own interest may dictate, then the rate- 
making power is illusory. Converse- 
ly, if the power to regulate confers 
authority to decree charges suggested 
by caprice then the property is confis- 
cated. The amendment demands that 
a middle course be charted and that the 
bargain between the public and the 
utility be fairly interpreted. Cedar 
Rapids Gas Light Co. v. Cedar Rapids, 
supra; Des Moines Gas Co. v. Des 
Moines, 238 U. S. 153, 59 L. ed. 1244, 
P.U.R.W1SD, 577, 35: S. Ce. S11. 
History. In 1904, a time when the 
art of telephony had attained the dig- 
nity of a commercial venture and the 
industry was in the midst of a period 


of growth, the company entered the 
field. The era was one of unfettered 
competition. The strong attempted to 
expel from contested territory those 
less fortified financially by unceasing 


rate wars. Having destroyed opposi- 
tion the usual monopolistic evils—dis- 
criminatory and excessive rates, un- 
der-capitalization, and indifferent serv- 
ice—prevailed. This in turn caused 
exploited communities to invite inva- 
sion by new competing companies to 
furnish a check upon the victor, and 
the cycle was repeated. The company 
rapidly extended its system through 
virtually the entire state, and early be- 


came the chief rival of the Northwest- 
ern Telephone Exchange Company 
(later the Northwestern Bell Tele- 
phone Company). The companies op- 
erated competing local exchanges in a 
large number of the principal cities and 
towns of the state, including St. Paul 
and Minneapolis.* 

The era of unregulated competition 
terminated with the enactment of 
Laws 1915, Chap. 152, which con- 
ferred upon the Commission regula- 
tory jurisdiction over intrastate tele- 
phone business. This act put a term 
to the existing disorder by imposing 
and enforcing fair competitive prac- 
tices. The period of actual competi- 
tion was also coming to a close. The 
necessities of the situation—the far 
greater investment required in the op- 
eration of a telephone plant because of 
the notable technical advances in the 
art, together with the better service 
and more economical operation feasi- 
ble only through systematization—led 
to the consolidation and unification of 
duplicating plants through purchase 
or merger. To this the company and 
the Northwestern Company finally re- 
sorted. By virtue of an exchange, au- 
thorized by the Commission, the com- 
pany became the owner of all proper- 
ties of the Northwestern Company in 
St. Paul and the southern zone and 
surrendered to the Northwestern Com- 
pany all its properties in Minneapolis 
and the northern zone.’ Since that 
time the company has been without a 





4See Re Keenan, 1916 Tel. Rep. 41; Re 
Owatonna, 1917 Tel. Rep. 33; Re Redwood 
Falls Exchange Rates, 1918 Tel. Rep. 104; 
Re Purchase of Telephone Properties, 1918 
Tel. Rep. 63. In 1918 the records of the 
Commission disclosed that the investment in 
telephone properties in the state totalled 
$45,671,957, of which the two companies con- 
peng approximately four-fifths. 1918 Tel. 
ep. 6. 
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5 Concerning applications to purchase or 
merge properties during this period see 1916 
Tel. Rep. 6; 1917 Tel. Rep. 6; 1918 Tel. Rep. 
6; 1919 Tel. Rep. 6; 1920 Tel. Rep. 6; 1922 
Tel. Rep. 9. For reasons of economy and 
service motivating these applications see these 
citations and orders generally entered in such 
proceedings. For order authorizing the trans- 
fer see Re Purchase of Telephone Properties, 
1918 Tel. Rep. 63. Wages in 1918 weve 21 
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rival in the area. During the years 
succeeding, the companies worked in 
close harmony under a licensing ar- 
rangement until 1933, when the North- 
western Company acquired almost all 
of the outstanding capital stock® of 
the company so that its present status 
is one of membership in the Bell sys- 
tem. 

[12,13] Fair value. In deciding 
the question of fair return, a number 
of intermediate determinations must 
be made. Since fair return is comput- 
ed with reference to fair value, the lat- 
ter quantity must first be found. Will- 
cox v. Consolidated Gas Co. (1909) 
212 U. S. 19, 53 L. ed. 382, 29 S. Ct. 
192, 48 L.R.A.(N.S.) 1134, 15 Ann. 
Cas. 1034. It is elementary that this 
may be less than, equal to, or more 
than present cost of plant less depre- 
ciation plus working capital. Denver 
Union Stock Yard Co. v. United 
States (1938) 304 U. S. 470, 82 L. 
ed. 1469, 24 P.U.R.(N.S.) 155, 58 
S. Ct. 990. In economic usage, value 
is equivalent to the price at which ar- 
ticles of the same kind are sold, or the 
amount arrived at through the capi- 
talization of the earnings of the prop- 
erty according to the usual rate of re- 
turn from such property. Neither 
measure may be applied here. Avutil- 
ity of this kind is constructed as an 
integrated unit to serve the conven- 
ience of a particular part of the public, 
not for sale, and in consequence so far 
as market value is concerned it has no 
resemblance to articles of commerce. 
West v. Chesapeake & P. Teleph. Co. 
(1935) 295 U. S. 662, 79 L. ed. 1640, 
8 P.U.R.(N.S.) 433, 55 S. Ct. 894. 
As to the second mode of computa- 


tion, whether the present rate of re- 
turn is proper is the purpose of the in- 
quiry and so it is disqualified. Bauer 
and Gold, Public Utility Valuation, 
Zi. 

Fair value for rate-making pur- 
poses must, therefore, be determined 
in another way, and the indicia usual- 
ly observed are historical cost, or cost 
of the original plant, plus additions, 
less retirements and accrued deprecia- 
tion; reproduction cost as of the time 
of the inquiry, less accrued deprecia- 
tion ; the financial history of the com- 
pany, and all other relevant facts. It 
cannot be determined with precision 
for it is not derived from the applica- 
tion of a formula, but must be reached 
through the exercise of a reasonable 
judgment, guided, but not ruled, by 
the results of the foregoing processes 
according to the weight, which depends 
upon the circumstances, attributable 
to each. Willcox v. Consolidated Gas 
Co. supra; The Minnesota Rate Cases, 
supra; Georgia R. & Power Co. v. 
Railroad Commission, 262 U. S. 625, 
67 L. ed. 1144, P.U.R.1923D, 1, 43 
S. Ct. 680; Bluefield Water Works & 
Improv. Co. v. West Virginia Pub. 
Service Commission, 262 U. S. 679, 
67 L. ed. 1176, P.U.R.1923D, 11, 43 
S. Ct. 675; McCardle v. Indianapolis 
Water Co. (1926) 272 U. S. 400, 71 
L. ed. 316, P.U.R.1927A, 15, 47 S. 
Ct. 144; Los Angeles Gas & E. Corp. 
v. California R. Commission, 289 U. 
S. 287, 77 L. ed. 1180, P.U.R.1933C, 
229, 53 S. Ct. 637; West v. Chesa- 
peake & P. Teleph. Co. supra; Dayton 
Power & Light Co. v. Ohio Pub. Util- 
ities Commission (1934) 292 U. S. 
290, 78 L. ed. 1267, 3 P.U.R.(N.S.) 





per cent above 1915. Re Investigation of 
Rates, 1919 Tel. Rep. 85. 


6Re Consent to Transfer of Stock, 1932 
28 P.U.R.(N.S.) 


Tel. Rep. 72; same case, 1934 Tel. Rep. 90; 
same case, 1934 Tel. Rep. 93; same case, 1934 
Tel. Rep. 96. 
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279, 54 S. Ct. 647; California R. 
Commission v. Pacific Gas & E. Co. 
(1938) 302 U. S. 388, 82 L. ed. 319, 
21 P.U.R.(N.S.) 480, 58 S. Ct. 334; 
Western Buse Teleph. Co. v. North- 
western Bell Teleph. Co. 188 Minn. 
524, P.U.R.1933D, 206, 248 N. W. 
220; see State v. Penn Mut. Life Ins. 
Co. (1936) 198 Minn. 115, 269 N. 
W. 37. The fact that fair value for 
rate-making purposes is affected by 
these standards and is wholly indiffer- 
erent to factors which enter into the 
determination of a price at private 
sale shows that fair value for rate- 
making purposes is quite divorced 
from ordinary market value. Gal- 
veston Electric Co. v. Galveston, 258 
U. S. 388, 66 L. ed. 678, P.U.R. 
1922D, 159, 42 S. Ct. 351; Re Pot- 
lach Timber Co. (1924) 160 Minn. 
209, 199 N. W. 968; Miles v. Public 
Service Commission, 151 Md. 337, 
P.U.R.1926D, 610, 135 Atl. 579, 49 
q A.L.R. 1470. 


Property included. Fair value in 
turn requires that the property which 
it represents be designated. To be in- 
cluded in the rate base the property 
must be used or useful in the public 
service and must also be used to ren- 


| der one of the services of the same 


class as those, the rates of which are 
under consideration. 

The question is raised as to wheth- 
er the evidence justifies the exclusion 
of certain properties for the reason 
that they are not used in furnishing 
telephone communication.” Property 
not used and useful may not be includ- 
ed in the rate base; this category em- 
braces property once used but no long- 


er used as well as property used in but 
not reasonably necessary to the rendi- 
tion of the service. Los Angeles Gas 
& E. Corp. v. California R. Commis- 
sion, supra; United Gas Pub. Service 
Co. v. Texas (1938) 303 U. S. 123, 
82 L. ed. 702, 22 P.U.R.(N.S.) 113, 
58 S. Ct. 483 ; Pacific Teleph. & Teleg. 
Co. v. Wallace, supra; see State v. 
Northwestern Teleph. Exch. Co. 
(1901) 84 Minn. 459, 87 N. W. 1131. 
Authority to regulate the plant does 
not contain the power to operate it. 
By undertaking to serve the conven- 
ience of the public, the company has 
submitted a large part of its conduct 
to public scrutiny; nevertheless it re- 
tains title to its property and must be 
granted the reasonable managerial 
discretion that ownership implies. It 
may not, of course, saddle the public 
with the consequences of its blunders 
(Steenerson v. Great Northern R. Co. 
(1897) 69 Minn. 353, 72 N. W. 713), 
but where its action is reasonable the 
Commission must recognize its valid- 
ity. State v. Great Northern R. Co. 
(1916) 135 Minn. 19, P.U.R.1917B, 
413, 159 N. W. 1089; Northern P. R. 
Co. v. North Dakota ex rel. McCue, 
supra; Missouri ex rel. Southwestern 
Bell Teleph. Co. v. Public Service 
Commission, 262 U. S. 276, 67 L. ed. 
981, P.U.R.1923C, 193, 43 S. Ct. 
544, 31 A.L.R. 807; Banton v. Belt 
Line R. Corp. supra. 


We find adequate support in the 
record for the conclusion that some 
of the property has been made useless 
by the reconstruction of the plant and 
that other properties may at some time 
in the future be put in service in the 





7 According to the state’s reproduction costs 
these items of land, station apparatus, station 
installations, pole lines, aerial cable and wire, 
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underground conduits and tunnel as well as 
underground cable, totaled $216,545.52. 
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plant but should not now be included 
in the rate base. When its use is im- 
minent although not actual, its value 
may be taken into account; but un- 
used property held for future use need 
not be included in the rate base unless 
its term of service is so near com- 
mencing that it has a quality analo- 
gous to that of working capital. No 
formula is prescribed for the discovery 
of that quality, and it must be left to 
the trier of the facts within the limits 
of fair discretion and the light of the 
circumstances. Columbus Gas & Fuel 
Co. v. Ohio Pub. Utilities Commis- 
sion (1934) 292 U. S. 398, 78 L. ed. 
1327, 4 P.U.R.(N.S.) 152, 54 S. Ct. 
763, 91 A.L.R. 1403; American 


Teleph. & Teleg. Co. v. United States 
(1936) 299 U. S. 232, 81 L. ed. 142, 
16 FU RAN.S.) 225, 57 $. Ce. 170; 
see State v. Northwestern Teleph. 


Exch. Co. (1905) 96 Minn. 389, 104 
N. W. 1086. The burden is on the 
company to demonstrate that unused 
property is within that category. 
The station apparatus and installa- 
tions were in temporary retirement be- 
cause of the decline in subscribers 
and were imminently usable. Two 
parcels of excluded land ought also to 
be included as purchased and used in 


a reasonable exercise of managerial 
discretion.* As to the rest, the Com- 
mission might reasonably reject them 
from consideration. 

Property within the area is used to 
furnish two general classes of service 
——exchange services and toll or long- 
distance services. Since exchange rates | 
alone are under scrutiny here, only J 
used and useful property devoted to 
exchange services ought to be includ- 
ed in the rate base. Property used 
solely for that purpose must be includ- 
ed, and property exclusively used for 
toll must be excluded; property used 
to render both services must in some 
fashion be apportioned between them 
according to its employment in each 
service. The Minnesota Rate Cases 
(1913) 230 U. S. 352, 57 L. ed. 1511, 
33 S. Ct. 729, 48 L.R.A.(N.S.) 1151, 
Ann. Cas. 1916A, 18. Extreme nice- 
ty or mathematical precision in mak- 
ing the apportionment is not essential. 
Smith v. Illinois Bell Teleph. Co. 
(1930) 282 U. S. 133, 75 L. ed. 255, 
P.U.R.1931A, 1, 51 S. Ct. 65. Joint- 
ly used property was allocated by the 
state to toll or exchange according to 
its major use, and the revenues of 
that service were credited with rent 
compensation from the other.** The 





8 The station apparatus and installations 
constitute the equipment placed at the disposal 
of a subscriber; $40,676.58 are thereby re- 
stored to the rate base. Two of the lots 
owned by the company adjoin exchanges lo- 
cated in outlying commercial or residential 
zones; in view of the surroundings and small 
cost, $2,125, they should be allowed. A third 
lot valued at $46,500 adjoins the central office 
and is used only as a car lot; the Commission 
might find that its ownership and use for that 
purpose is not reasonably necessary to the 
service. 

8a The state contends and the evidence sup- 
ports the conclusion that toll ought to be 
compensated for exchange use of toll property 
as indicated in column (1) and that exchange 
ought to be compensated for toll use of ex- 
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change property as indicated in column (2) 
for the following years: 


(1) 
1928—$15,638.00 
1929— 13,446.00 .........4. 
1930— 12,750.00 
1931— 12,750.00 
1932— 12,750.00 
1933— 12,750.00 


The district court did not include these 
items in arriving at gross income or gross 
expense because it felt that the Commission 
had not included tiiem in making its estimate. 
Because of their propriety, however, they are 
included in our estimates of gross income and 
gross expense as will appear from footnotes 
17 and 19, 


(2) 
$29,220.00 
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company purported to apportion joint- 
ly used property according to propor- 
tionate use. The objection asserted 
by the company to the state’s formula 
is that it assigns interurban service, 
and therefore interurban property, 
revenues, and expenses, to exchange 
rather than to toll. 

Adjoining one side of the area is 
the Minneapolis exchange area; with- 
in the area and next to the Minneap- 
olis area is the Midway district. Sta- 
tion-to-station calls from a station in 
the area to a station in the Minneapo- 
lis area pass from the exchange board 
} in the area directly to the proper local 
exchange in the Minneapolis area. 
Person-to-person calls pass from the 
area exchange board to the toll switch- 
board, and the connection is completed 
by this means. Subscribers in the 


} Midway district may call any station 


j in either area without extra charge, 
and, conversely, any subscriber in ei- 
| ther area may call any station in the 
| Midway district without extra charge; 
| but a charge is made for a connection 
| between a station in the area but out- 
side the Midway district and a station 
in the Minneapolis area. The state’s 
method of allocation plzces person-to- 
| person interurban calls among toll 
services and station-to-station connec- 
tions among exchange services. 
Between toll and exchange services 
there is no inherent distinction. What 
constitutes an exchange service is 
therefore determined by a definition 
dictated by convenience rather than in- 
dicated by any fundamental character- 
istic. The fact that an individual 
charge is made for each connection is 
at most a superficial distinction. The 
Commission is clothed with wide leg- 
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islative discretion in classifying serv- 
ices for rate making. Northern P. R. 
Co. v. North Dakota ex rel. McCue 
(1915) 236 U. S. 585, 59 L. ed. 735, 
P.U.R.I91SC, 277, 35 S..Ce: 429, 
L.R.A.1917F, 1148, Ann. Cas. 1916A, 
1; Norfolk & W. R. Co. v. Conley, 
236 U. S. 605, 59 L. ed. 745, P.U.R. 
1915C, 293, 35 S. Ct. 437; St. Joseph 
Stock Yards Co. v. United States 
(1936) 298 U. S. 38, 80 L. ed. 1033, 
14 P.U.R.(N.S.) 397, 56 S. Ct. 720; 
Re Northwestern Bell Teleph. Co. 164 
Minn. 279, P.U.R.1925E, 694, 204 N. 
W. 873. In this case the requirements 
of reality are met by this classification 
for the service is rendered by property 
otherwise exclusively exchange and 
uses no property which would other- 
wise be classified as toll. 

It is urged that to take this service 
from toll will reduce the return from 
toll below the level of substantial com- 
pensation. The company is entitled to 
a fair return on the property it devotes 
to toll service, but it is not entitled to 
earn it from services performed by 
other property. Its remedy, if such 
will be the result, is to apply for an in- 
crease in toll rates. The Minnesota 
Rate Cases, supra; Northern P. R. 
Co. v. North Dakota ex rel. McCue, 
supra; Norfolk & W. R. Co. v. Con- 
ley, supra; Banton v. Belt Line R. 
Corp. (1925) 268 U. S. 413, 69 L. 
ed. 1020, P.U.R.1926A, 317, 45 S. 
Ct. 534. 

It is also urged that the inclusion 
of interurban service in exchange serv- 
ices is unlawful because not so classi- 
fied before this proceeding was brought 
and the notice of the investigation 
gave no warning of such contemplated 
action. Assuming that interurban 
28 P.U.R.(N.S.) 
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service was formerly classified as toll,® 
the company was not entitled to have 
it forever remain so. In quasi judi- 
cial proceedings the Commission can- 
not controvert its rules existing at the 
time of the matter examined, but in 
making rules for the future it may 
change existing rules with perfect 
freedom. Crookston Milling Co. v. 
Great Northern R. Co. (1932) 185 
Minn. 563, 242 N. W. 287; Arizona 
Grocery Co. v. Atchison, T. & S. F. 
R. Co. (1932) 284 U. S. 370, 76 L. 
ed. 348, 52 S. Ct. 183. The service 
of a notice in a rate case is not to give 
the Commission jurisdiction in the or- 
dinary sense because the company sub- 
mitted itself to the jurisdiction of the 
Commission when it undertook to fur- 
nish the public with telephone service. 
Unquestionably the Commission could 
have introduced the matter to the pro- 
ceeding by a supplemental order. Such 
an order is unnecessary ; the company 
was perfectly aware that the state was 
relying upon this method of apportion- 
ment, and it had full opportunity to 
oppose it and to present valuations of 
its property based upon it. It chose 
not to do so. Its constitutional rights 
are not invaded. Tagg Bros. & Moor- 
head v. United States (1929) 280 U. 
S. 420, 74 L. ed. 524, 50 S. Ct. 220; 
Northwestern Bell Teleph. Co. v. Ne- 
braska State R. Commission (1936) 
297 U. S. 471, 80 L. ed. 810, 13 
P.U.R.(N.S.) 467, 56 S. Ct. 536; 
Steenerson v. Great Northern R. Co. 
(1897) 69 Minn. 353, 72 N. W. 713; 
Re Northwestern Bell Teleph. Co. 
supra. 


Actual cost. Historical cost, the 
worth of the property at the time it 
was devoted to the public service, may 
be greater or less than the value for 
rate-making purposes depending up- 
on the circumstances attending the 
outlay and subsequent events. Of 
course the cost of a utility well planned 
and efficient in the public service is 
good evidence of its value at the time 
of its construction and continues to 
supply a measure of the value of the 
physical elements of the property so 
long as there is no change in the level 
of applicable prices. But even though 
an alteration in the general price level 
has occurred, actual experience, es- 
pecially in a recent period, is a valuable 
check upon extravagant estimates. 
McCardle v. Indianapolis Water Co. 
(1926) 272 U. S. 400, 71 L. ed. 316, 
P.U.R.1927A, 15, 47 S. Ct. 144; Los 
Angeles Gas & E. Corp. v. California 
R. Commission, 289 U. S. 287, 77 L. 
ed. 1180, P.U.R.1933C, 229, 53 S. 
Ct. 637; Clark’s Ferry Bridge Co. v. 
Pennsylvania Pub. Service Commis- 
sion (1934) 291 U. S. 227, 78 L. ed. 
767, 2 P.U.R.(N.S.) 225, 54 S. Ct. 
427. 

After the exchange of July 1, 1918, 
it appears that 60 per cent or more of 
the property owned by the company 
had been acquired from the North- 
western Company; it appears also 
that the price paid the Northwestern 
Company was measured by prices then 
prevailing, which were significantly in 
excess of the prices paid by the North- 
western Company at the time of the 
installation of the property in the 





® During the course of the general investi- 
gation of rates conducted by the Commission 
following the Great War, the method of allo- 
cation applied in this case was developed. Re 
Investigation of Rates, 1919 Tel. Rep. 70; 
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1920 Tel. Rep. 279-293, 339. It was used by 
the company there. 1922 Tel. Rep. 8, 27, 161. 
The annual reports of the company at least 
until 1930 were also framed with reference 
to it. 
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plant. Where figures were available, 
the state used actual cost at the time 
the property was installed in the 
plant, but for most items no such in- 
formation was available. It follows 
that those parts of the plant still in 
service which were installed prior to 
1922 when the purchased property 
was distributed among the various in- 
vestment accounts are carried at a 
higher figure than actual cost at the 
time they were put in service. It is 
fairly inferable that, excluding land 
and buildings, at least half of the 
plant in service in 1918 had been re- 
tired at the time of the hearing, and 
that what remained was stated at fig- 
ures higher than actual cost. It is also 
fairly inferable from the evidence that 
two-thirds of the plant, land, and 
buildings excluded, have been installed 
since 1918. We may take judicial no- 
tice of the fact that prices prevailing 
in 1918 and thereafter fairly state the 
costs at the time of the valuations. 
Los Angeles Gas & E. Corp. v. Cali- 
fornia R. Commission, supra. The 
i company would be in nowise preju- 


diced if the Commission gave consid- 
erable weight to this factor.” 
Reproduction cost. The company 
is entitled to a return upon any incre- 
ment to the value of the plant since 
installation. «Western Buse Teleph. 
Co. v. Northwestern Bell Teleph. Co. 
188 Minn. 524, P.U.R.1933D, 206, 
248 N. W. 220. The present value of 
the plant may be indicated in some de- 
gree by this method when the costs of 
its components may be found with 
reasonable certainty. Los Angeles Gas 
& E. Corp. v. California R. Commis- 
sion, supra. In applying this formula, 
however, it must constantly be re- 
membered that the appearance of sub- 
stance, given by the delusive exacti- 
tude of the results, is wholly imagina- 
tive. It is but an attempt to estimate 
the cost of constructing a plant exact- 
ly like the present used and useful 
plant. This theory indulges in a num- 
ber of unfounded assumptions. It is 
inconceivable that the present plant 
would suddenly cease to be, or that if 
it were not in existence other environ- 
mental circumstances affecting its 





10 The exhibits indicate that gross additions 
to the plant during the period 1919-1933 
amounted to more than $12,000,000 and that 
the gross retirements during that period had 
a book cost of more than $7,000,000. The 
estimated book value as of December 31, 1918, 
was $8,756,343. The actual or book cost of the 
physical plant as fixed by (1) the company. 
(2) the state, and (3) the district court as of 
December 31, 1931, and December 31, 1933, is: 


1931 


Physical plant 
Interest during construction 
Working capital 


Physical plant 
Interest during construction 
Working capital 
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The percentages of plant added and retired 
as stated in the text are designedly conserva- 
tive because certain classes of property, not- 
ably property immediately pertaining to the 
subscriber’s station, may appear several times 
during its service life as an addition or re- 
tirement of invested capital. 

The difference between the figures for 
physical plant of the state and the district 
court is accounted for by the allowance of 


(1) (2) (3) 
$12,900,135 $12,959,244 $13,018,522 
46,444 49,477 49,477 


660,983 


122,000 
$13,607,563 $13,189,999 








$13,008,721 


$13,157,455 
44,662 
514,592 
$13,716,709 


$13,110,097 
47,910 


’ 


$13,169,067 
47,910 
122,000 


$13,338,978 
28 P.U.R.(N.S.) 








$13,158,007 
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form and value would be operative, or 
that the same plant would be built if 
reconstruction, immediate and com- 
plete, were possible. Even in this 
speculative venture, however, some 
contact with reality must be preserved, 
and estimates, even those of experts, 
must relate to things and conditions 
having counterparts in reality. The 
Minnesota Rate Cases (1913) 230 U. 
S. 382,:57 L. ed, 1511, 33 S$. Ct. 729, 
48 L.R.A.(N.S.) 1151, Ann. Cas. 
1916A, 18. 


Because of the different methods of 
apportionment adopted, no very con- 
vincing or instructive comparisons be- 
tween the general results reached by 
the state and the company can be 
made." As to the prices of the physi- 
cal properties and the labor and other 
costs entering into their incorporation 
into the plant, there is much dispute. 
The disputes here range mainly about 
the material and labor cost assump- 
tions underlying the estimates of the 
parties, although even the arithmetic 
employed is called in question. Be- 
yond saying that the testimony of ei- 
ther party would have permitted the 
Commission to arrive at the conclu- 
sions asserted by it to be correct, we 


are under no compulsion to follow® 


either into a nice dissection of the 
other’s methods so as to adjudicate 
to an absolute certainty the permissi- 
ble totals. In certain instances neither 


party remains wholly within the realm | 


of credibility. 

The company calls in question the 
use by the principal state valuation 
witness of index numbers in arriving 
at the present cost of supplies and la- 
bor. 
parative prices of the same property 
at different dates. The use of a gen- 
eral commodity index to translate or- 
iginal cost and subsequent additions 
into present value by its application to 
a conglomerate of assets has been dis- 
approved. But where the index is 
built for a particular class of property 
and is applied to that property it has 
been found acceptable. West v. Ches- 
apeake & P. Teleph. Co. (1935) 295 
U. S. 662, 79 L. ed. 1640, 8 P.ULR. 
(N.S.) 433, 55 S. Ct. 894. Indeed, 
some of the computations of the com- 


pany demonstrate that its results and ff 


those derived from the use of index 
numbers are very similar when the 
same elements and assumptions are 
considered. 





$40,676 for station apparatus and installations, 
$16,080 for right of way, and $2,913 in the 
land account. The evidence also requires that 
an additional $2,125 be put in the land account 
(see footnote 8) 

11 Applying 1931 prices and costs to the 
inventory as of December 31, 1931, and add- 
ing to the amount so reached the actual cost 
of the net additions to the plant from that 
date to December 31, 1933, the reproduction 
costs new of the physical plant as of those 
dates were estimated by (1) the company, 
(2) the state, and (3) the district court to 
be: 
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(1) (2) (3) 
1933 $12,148,283 $12,147,484 $12,320,699 
1931 12,015,609 11,996,631 12,170,164 


Included in the company’s figure (1) are 
unspecified amounts for organization expense 
and construction work in progress. The state 
(2) and the district court (3) make separate 
allowances for those items not contained in 
the above figures, but their estimates embrace 
unspecified amounts for general administra- 
tive expenses during construction as well as 
going concern value which the company as- 
sesses separately from physical plant. 


These numbers state the com- § 
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The great difference between the 
parties appears to lie in the amounts 
allowed for intangibles. Thus the 
sums allowed for omissions and con- 
tingencies are widely variant, as are al- 
lowances for organization expense, in- 
terest during construction, working 
capital, and going value. All of these 
matters are largely matters of opinion 
rather than proof. The difficulty is 
to draw the line between legitimate es- 
timate and mere conjecture. 


The omissions and contingencies 
allowance is intended to take care of 
property omitted by mistake from the 
inventory and of expenses not taken 
into account. The inventory was thor- 
ough, errors of duplication of items 
are likely to occur, the estimates cov- 
ering the expenses of installing prop- 
erty in the plant were most detailed. 
We are unable to say that the grant 
made by the court is arbitrarily insuff- 


cient. The like may be said of organ- 
ization expense. 


As to interest during construction, 
interest on the money invested in the 
plant prior to its coming into opera- 
tion, the company carefully construct- 
ed its estimate on assumptions which 
may or may not be true; it is not, un- 
fortunately, based on the experience of 
the company. At the time of the in- 
quiry book cost amounted to but $50,- 
000. This amount had accumulated 
since 1921; the amount previously 
charged for that expense is unknown. 
The amount of reconstruction which 
has taken place since 1921 is consider- 
able and the relatively small expense in- 
curred because of interest during con- 
struction could well support the infer- 
ence that the company has overstated 
the case, or that the larger part of the 
reconstructed plant was carried in the 
rate base throughout the construction 





12 For these items the claims of (1) the 
company, (2) the state, and (3) the hold- 


1931 


Physical plant 

Omissions and contingencies 
General administrative expenses 
Organization expense 

Interest during construction 
Construction work in progress 
Working capital 

Employee fund 

Working cash 

Materials and supplies 

Going value 


Physical plant 

Omissions and contingencies 
General administrative expense 
Organization expense 
Interest during construction 
Construction in progress 
Working capital 
Employees’ fund 

Working cash 

Materials and supplies 
Going value 


$12,015,609 


(See footnote 11 ) 
1,20. 


(See footnote 11) 


$16,925,091 


$12,148, = 


(See footnote 11) 


ing of the district court as of 1931 and 
1933 are: 


(1) (2) (3) 
$11,996,631 $12,170,164 
352,262 50,000 100,000 
991 "407 (See footnote 11) (See footnote 11) 
16,517 16,517 


5,813 324,081 333,542 
54,000 54,000 


15,000 
64,000 


0,000 


122,000 122,000 
1,800,000 (See footnote 11) (See footnote 11) 





$12,642,230 $12,796,224 


$12,147,484 $12,320,699 

351,926 50,000 100,000 

992, 920 (See footnote 11) (See footnote 11) 
13,090 13,090 


336,400 
10,830 


(See footnote 1 1) 


5,096 328,229 
10,830 


7,350 
64,000 


122,000 122,000 
1,800,000 (See footnote 11) (See footnote 11) 


, 





$17,058,225 
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$12,742,983 $12,903,020 
28 P.U.R.(N.S.) 
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period and no interest should be al- 
lowed in such case. 

There is an element of value in an 
assembled plant with an established 
business earning money over one not 
thus advanced. This is self-evident. 
This element of value must be consid- 
ered in determining the value of the 
property upon which the owner has a 
right to a fair return. Des Moines 
Gas Co. v. Des Moines, 238 U. S. 
153, 59 L. ed. 1244, P.U.R.1915D, 
577, 35 S. Ct. 811; Denver v. Denver 
Union Water Co. 246 U. S. 178, 62 
L. ed. 649, P.U.R.1918C, 640, 38 S. 
Ct. 278; Los Angeles Gas & E. Corp. 
v. California R. Commission, 289 U. 
S. 287, 77 L. ed. 1180, P.U.R.1933C, 
229, 53 S. Ct. 637. But going value is 
not to be included in every valuation 
as a perfunctory addition. Dayton 
Power & Light Co. v. Ohio Pub. Util- 
ities Commission (1934) 292 U. S. 
290, 78 L. ed. 1267, 3 P.U.R.(N.S.) 
279, 54 S. Ct. 647; Columbus Gas & 
Fuel Co. v. Ohio Pub. Utilities Com- 
mission (1934) 292 U. S. 398, 78 L. 
ed. 1327, 4 P.U.R.(N.S.) 152, 54 S. 
Ct. 763, 91 A.L.R. 1403; St. Joseph 
Stock Yards Co. v. United States 
(1936) 298 U. S. 38, 80 L. ed. 1033, 
14 P.U.R.(N.S.) 397, 56 S. Ct. 720; 
Denver Union Stock Yard Co. v. Unit- 
ed States (1938) 304 U. S. 470, 82 
L. ed. 1469, 24 P.U.R.(N.S.) 155, 58 
S. Ct. 990, It need not be separately 
assessed, but may be entered by valu- 
ing the property in the light of that 
factor. The state did not make a sep- 
arate allowance for this item but de- 
clared that it had made its valuation 
of the plant as an integrated system 
doing business and earning money. 
The evidence will support a finding 
that its valuation gives full considera- 


28 P.U.R.(N.S.) 


tion to going value. The company 
rests its finding of going value upon 
the ‘sums needed to train personnel, 
advertising and solicitation necessary 
to acquire its present subscription rate, 
and so forth. We do not regard its 
conclusions as wholly persuasive; 
there is nothing to indicate that many 
of these expenses were ever incurred 
or are likely to be continued. 

The district court allowed $122,000 
for working capital ; this is entirely for 
materials and supplies on hand. No 
cash working capital was granted for 
the reason that the company is prepaid 
for the services rendered. The month- 
ly income, it appears, adequately cov- 
ers monthly expenses which are evi- 
dently not paid in advance. 

We hold that the evidence supports 
a finding of reproduction cost of ap- 
proximately the amount determined by 
the district court. 

[14] Depreciation. Depreciation 
plays a double rdle in a rate-making 
proceeding. Because the company is 
entitled to a return on present fair val- 
ue of its property, the degree of the 
new value of the property which has 
vanished since installation must be de- 
termined and deducted. Because the 
worth of depreciable property tends to 
diminish from the moment it is in- 
stalled in the plant, and since the com- 
pany is entitled to be reimbursed for 
the value of its property which is con- 
sumed in serving the public, it is rea- 
sonable to include in the rates an 
amount sufficient to recompense the 
company for the property so consumed 
in equal annual instalments during its 
service life, thereby spreading the bur- 
den among all the subscribers in whose 
service it was used. This requires that 
the service life, the loss which will ma- 
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ture upon retirement (that is, original 
cost plus cost of removal less salvage), 
and therefrom the annual depreciation 
charges to be made, must be deter- 
mined for each class of property. By 
the appropriate weighing of these fig- 
ures the composite depreciation annu- 
ity for the plant may be computed. 
The amount of depreciation which has 
accrued to the property of the compa- 
ny in the past and the proper rate 
which will adequately recompense the 
company for its retirement losses in 
the future are in dispute. 


The amounts given to the company 
through the depreciation annuity are 
credited upon receipt to the deprecia- 
tion reserve, a surplus account. When 
property is retired from the plant its 
book value is deducted from the asset 
account in which it was carried, and 
the loss sustained by its retirement is 
deducted from the depreciation re- 
serve. The amounts collected from 
the public for the depreciation reserve 
are not, in a utility where new capital 
lis constantly being absorbed, segregat- 
ed, and carried in a fund but are at 


once reinvested in the plant.” It is ap- 


parent that when a plant is new and 
retirements are infrequent, or when an 
established plant continues to grow by 
taking in more capital than is retired, 
that the yearly additions to the depre- 
ciation reserve will exceed over a 
period of years the annual deductions 
from the reserve. But in these cases, 
as well as in the case of a plant whose 
capital investment over a period of 
years is static, there must be some re- 
lation established or equilibrium struck 
finally between additions to and de- 
ductions from the reserve. Eventual- 
ly, over a span of years, additions and 
deductions ought to offset each other 
while leaving in the reserve the 
amounts accrued during the initial 
years of operation when additions far 
exceeded retirements. Lindheimer v. 
Illinois Bell Teleph. Co. (1934) 292 
U. S. 151, 78 L. ed. 1182, 3 P.U.LR. 
(N.S.) 337, 54 S. Ct. 658. 


There must also be some relation be- 
tween the amount in the depreciation 
reserve and the amount of actual de- 
preciation which has accrued. That is, 





18The evidence will support the conclusion 
that for the company as a whole (1) the de- 
preciation rates, (2) gross additions to the 
depreciation reserve, (3) the retirement rate, 


(1) (2) 
2.18% $924,540 
2.38 1,060,954 
3.88 1,595,093 
5.09 12,806,911 


1904-1912 
1913-1917 
1918-1920 
1921-1933 


System balance 


(4) the gross deductions from the deprecia- 
tion reserve, and (5) the net balance of the 
system depreciation reserve for the following 
periods have been: 


(3) (4) (5) 
57% $241,101 $ 683,439 
2.40 1,067,681 *6,727 
1.48 06,644 988,449 
3.49 8,775,886 4,031,025 


$5,701,336 


This sum was 26.84% of the 1933 book cost of depreciable property of the system as of 1933, 
$21,237,805. The yearly experience of the company as a whole during recent years has been: 


1928 
1929 
1930 
1931 
1932 
1933 


* Debit 


$1,026,412 
1,070,554 
1,127,601 
1,152,948 
1,163,484 
1,001,319 


5.10% 
5.08 
5.11 
5.09 


5.11 
4.40 


$506,868 
560,178 
1,384,587 
822,970 
641,189 
422,467 


$519,544 
510,376 
*256,986 
329,978 
522,295 
578,852 


2.52% 
2.66 
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the per cent of the actual cost of the 
book value of the property which has 
been collected fom the public to offset 
losses anticipated from future retire- 
ments ought not to be wholly out of 
proportion with the per cent of depre- 
ciation which has already overtaken 
the property. These percentages need 
not be equivalent, because seldom, if 
ever, does depreciation occur in equal 
annual instalments. If the spread be- 
tween the amounts is too large, how- 
ever, inequity results. If, for in- 
stance, the percentage of book cost 
which has been returned to the com- 
pany in the form of depreciation an- 
nuities is substantially in excess of the 
percentage of depreciation which has 
accrued to the property of the com- 
pany, then in effect the depreciation 
annuity is a means by which the public 
is compelled to loan the company a 
substantial amount of money without 
interest, which the company is privi- 
leged to invest in its plant, and on 
which the public will be required to 
pay the company a fair return as well 
as additional depreciation annuities 
to compensate the company on its re- 
tirement, and so ad infinitum.”* 


The depreciation annuity advocated 
by the company adds each year a for- 
midable increment to the depreciation 
reserve which would seem, in the 
case of a long-established company, 


wholly at odds with the increment tg 
be expected from relatively small year 
ly net additions to invested capital 
The rate put forward by the state ap 
pears to be adequate to meet average 
retirements and to provide a moderate 
increment, more nearly in relation to 
the annual increment to capital, to the 
reserve as well as preserving the large 
increment piled up during the years of 
expansion and reconstruction. Simi- 
larly in the case of accrued deprecia- 
tion, the percentage confessed by the 
company is entirely out of proportion 
to the depreciation reserve which has 
been accumulated from past opera- 
tions. This apparently arises in large 
part from the fact that the company 
based its estimate of accrued deprecia- 
tion almost entirely upon visual in- 
spection and in disregard of length of 
service, remaining service life, obsoles- 
cence, inadequacy, and so forth. The 
state is charged with going to the oth- J 
er extreme and basing its estimate § 
wholly upon straight line age-life de- 
preciation, but we think that the evi- § 
dence will bear the construction that 
the other factors which ought to be 
considered were given weight in the 
determination. We find that the Com- 
mission might reasonably conclude that 
these rates and amounts were about 
as stated by the state. 


[15] The rate base. As has been 





14 The evidence here indicates that the ap- 
plication by the company of its present annual 
depreciation rate, approximately 5 per cent 
annually of its current book value, has re- 
sulted in its reimbursement for about 47 per 
cent of the loss to be anticipated upon the 
retirement of its depreciable property. The 
company nevertheless contends that its prop- 
erty is to be valued for rate-making purposes 
at about 90 per cent of its original or repro- 
duction cost. This percentage is not signifi- 
cantly at variance with that applied to the 
depreciation reserve in footnote 13 for the 
reason that the experience of the company 
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illustrates that property retired does not rep- 
resent a complete loss as much of it has con- 
siderable exchange value. 

15 The evidence sustains the conclusion that 
a depreciation rate of 2.6% of the book 
cost of depreciable property would have met 
the loss sustained by the company through 
plant retirement for the period 1919-1930. 
Accruals to the reserve on account of area 
exchange properties during the period is esti- 
mated at $6,455,894; the book cost of retire- 
ments during this period was $6,289,234; of 
this latter sum 54.21 per cent, or $3,409,139, 
was deductible from the reserve, leaviig the 
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pointed out, the actual or book cost of 
the used and useful plant is in many 
respects a good measure of fair value 
a for rate-making purposes in this case. 
The book accounts reflect in most in- 
stances prices of the period 1918-1933. 
Those prices tend fairly to state the 
existing price levels at the time of the 
inquiry. Book cost may be discount- 
ed to some extent because it includes 
the expense to which the company was 
put to convert what were in 1918 two 
integrated telephone systems into a 
single integrated system and for the 
further reason that the expense of con- 
structing the present used and useful 
plant as a unit would be measurably 
less, we may fairly infer, than the 
method of periodic piecemeal recon- 
struction that has been resorted to 
here. The objectionable features of 
reproduction cost new have been re- 
ferred to; to them may be added the 
| fact that it puts a premium upon ob- 
solescence. It demands that the ex- 
| isting plant be reconstructed and this 
would include replacement of obsolete 
equipment as well as the duplication 
of antiquated engineering, the present 
cost of which would be enhanced by 
the very fact that it is not currently 
used. 


While the findings of the Commis- 
sion indicate that it was most restric- 
tive in the allowances it made, there is 
nothing to indicate that its processes 
were arbitrary or other than inciden- 
tally erroneous. The district court 
made a comprehensive examination of 
the record and a most persuasive an- 
alysis of the facts. Its memorandum 
and findings evince that full consid- 
eration was given to every element af- 
fecting the rate base. We think that 
its conclusions demand great weight. 
It felt that the sum of $9,000,000 
would not be too low but felt that an 
additional $500,000 should be included 
as a backlog or cushion to take care of 
unknown factors. We think that the 
provision it has made is reasonably ad- 
equate.’® 

[16] Revenues. But two major in- 
clusions in revenues are disputed ; these 
are moneys derived from interurban 
service and a charge which the state 
seeks to impose on toll of 25 per cent 
of toll revenues arising out of long- 
distance calls originating within the 
area. The first amount may be dis- 
missed from further consideration; 
since the property used to render inter- 
urban service may with propriety be 
included within the exchange rate base 





sum of $3,046,755 as the net accrual to the 
reserve because of exchange property in the 
area for the period. The accruals under a 
rate of 2.6% would have yielded $3,438,073 
which would have exceeded the amount 
chargeable to the reserve by $28,934. The 
state and the district court adopted a depre- 
ciation annuity for the future of 2.73 per cent. 
This appears adequate to conserve the exist- 
ing depreciation reserve and to permit the 
addition of a fair increment. 


1931 
Reproduction cost new 
Actual or book cost 
1933 


Reproduction cost new 
Actual or book cost 


12,903,020 
13,338,978 
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The district court and the state approve 
a finding that accrual depreciation amounts 
to about 30 per cent of the actual or repro- 
duction cost new. This appears reasonable 
in the light of the evidence. 

16 The district court finds (1) undepre- 
ciated value. (2) condition per cent, (3) 
amount of depreciation, and (4) depreciated 
value, as follows: 


(1) (2) (3) (4) 
$12,796,224 
13,189,999 


72.8% 
72.7 


$3,499,155 


$9,297,068 
3,627,305 


9,562,694 


70.5 9,066,110 


9,359,461 


3,836,909 
70.3 3,979,517 
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its revenues may properly be included toll charge includes the cost of the use ~ 
in the exchange revenues. of exchange, facilities and exchange a 

The charge against toll is made to ought to be reimbursed therefor. The cuss 
reimburse exchange for the use of ap- Commission has authority to compel irl 
paratus at the subscriber’s station and the company to employ one or other stat 
of facilities between the station and bases of apportionment as it deems dee 
the toll switchboard in putting through just; it is limited only by the restriction siot 
a long-distance connection. The state that it may not establish toll rates on aie 


a board-to-board basis and exchange 
rates on a_ station-to-station basis. 
Pacific Teleph. & Teleg. Co. v. Wal- 
lace (1938) 158 Or. 210, 23 P.ULR. 
(N.S.) 65, 75 P. (2d) 942. 


arrived at this proportion of toll earn- 
ings by mere reference to certain court 
decisions which are alleged to sustain 
the allowance in that amount. Hous- 
ton v. Southwestern Bell Teleph. Co. 





259 U. S. 318, 66 L. ed. 961, P.U.R. 
1922D, 793, 42 S. Ct. 486. That case 
does not require such a finding but 
merely permits it where the evidence 
is adequate. 

Under the state’s plan of apportion- 
ment the whole burden of providing, 
maintaining, and operating the facili- 
ties from the subscriber’s station to the 
toll switchboard is cast upon exchange. 


While the Commission is perfectly 
free to adopt either method, as the 
district court holds, and the station-to- 
station method appears at first glance 
the more equitable, yet the Commis- 
sion is not free to set the compensa- 
tion from toll to exchange at any figure 
it chooses. The sum fixed must relate 
to the costs of the use. The Commis- 
sion would not be warranted by the 
















The proportion of this cost attributable evidence in accepting 25 per cent of ff ¢, 
to use for long-distance calls may be the toll revenues as the proper amount, ff 4, 
borne in two ways. The cost may be but it would be justified in making an §f ,. 
included in the monthly subscription allowance of 124 per cent.” di 
charge made and collected by ex- Net income. Aside from the de- & m 
change (the board-to-board formula), preciation annuity which we have al- If 
in which case the tolls collected for ready treated as an incident of anoth- 4 x 
long-distance calls are made solely to er topic, we are not called upon to de- c: 
compensate the company for toll facil- cide the right of the company to have bl 
ities; or the subscription charge does certain other expenses, challenged by SI 
not include the privilege of access to the state and disallowed by the district p 
the toll switchboard (the station-to- court as inapplicable in a proceeding a 
station formula), in which case the to fix rates, included for the reason ¢ 

I 


17 The gross income from exchange opera- 
tions in the area as estimated by (1) the 


company, (2) the state, (3) the district 1929 3,646,258 3,916,149 3,884,495 3,843,158 e 
court, and (4) the findings of the district 1930 3,655,625 3,924,658 3,891,791 3,850,989 t 
court adjusted by the addition of rent com- Het peor poten Seas ween ( 
pensation for toll use of exchange property 1933 3032914 3°407°704 3,374,837 3°347465 iM | 


(see footnote 8a) and a reduction in the 
amount allowed for toll use of exchange fa- 
cilities in long-distance calls, are: 


28 P.U.R.(N.S.) 
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(1) (2) (3) (4) 
1928 $3,587,634 $3,820,412 $3,791,191 $3,754,171 


The allowance of 124 per cent of gross toll 
charges on cable originating in the area is 
based on the computation of one of the state’s 
experts and a witness of the company. 
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that confiscation will not be established 
even if they are allowed.” 

We do not deem it necessary to dis- 
cuss at length the items of expense as- 
serted by the company, denied by the 
state, and disallowed by the Commis- 
sion and the court, which include pen- 
sions and relief, dues and donations, 
advertising and canvassing, rate case 
expense, and general law expense for 
the reason that even if all such items 
were allowed the result would not be 
affected so as to make the rate at- 
tacked in this proceeding confiscatory. 

We do not consider it amiss, how- 
ever, to say that the payment of pen- 
sions to superannuated employees is 
not only in accord with accepted so- 
ciological views but is also of definite, 
though indirect, economic benefit to 
the subscribers. Within limits, ex- 


penditures for this purpose should be 


treated as an expense. In deciding 
whether a specific claim for allowance 
for payments for such purposes should 
be granted, the Commission must nec- 
essarily give due consideration to the 
i discretion exercised by the manage- 
ment in establishing a pension system. 
If the amounts are reasonable and are 
actually paid as pensions, or are allo- 
cated to a fund in pursuance of a feasi- 
ble plan whereby it is assured that the 
sums so allocated will be used to pay 
pensions in reasonable amounts, allow- 
ance should be made. Consolidated 
Gas Co. v. Newton, 267 Fed. 231, 254, 
P.U.R.1920F, 483; Kings County 


Lighting Co. v. Lewis, 110 Misc. 204, 
230, P.U.R.1920D, 145, 180 N. Y. 
Supp. 570, 587. The action of the 
Commission respecting the amount, if 
any, that should be allowed for ad- 
vertising and canvassing will generally 
be sustained unless arbitrary. See 
West Ohio Gas Co. v. Ohio Pub. Util- 
ities Commission (1935) 294 U. S. 
63, 72, 79 L. ed. 761, 6 P.U.R.(N.S.) 
449, 55 S. Ct. 316; Acker v. United 
States (1936) 298 U. S. 426, 430, 
80 L. ed. 1257, 56 S. Ct. 824. While 


dues and donations have been allowed 


in some cases (see West Ohio Gas Co. 
v. Ohio Pub. Utilities Commission, 
supra, at p. 76; New York & Rich- 
mond Gas Co. v. Prendergast, 10 F. 
(2d) 167, 182, P.U.R.1925E, 19; 
Brooklyn Borough Gas Co. v. Pren- 
dergast (1926) 16 F. (2d) 615, 623, 
P.U.R.1927A, 200), some Commis- 
sions have been affirmed in excluding 
such items. See Carey v. Corporation 
Commission (1934) 168 Okla. 487, 
492, 5 P.U.R.(N.S.) 148, 33 P. (2d) 
788; Denver Union Stock Yard Co. 
v. United States (1938) 304 U. S. 
470, 482, 82 L. ed. 1469, 24 P.U.R. 
(N.S.) 155, 58 S. Ct. 990. 

[17] Reasonable amounts for rate 
case expenses are allowable where the 
utility prevails or the rates fixed by the 
Commission are retroactive. West 
Ohio Gas Co. v. Ohio Pub. Utilities 
Commission, supra. Such expenses 
need not be allowed if the rates 
charged are found to be greater than 





18 The year’s expenses from exchange op- 
erations within the area as estimated by (1) 
the company, (2) the state, (3) the district 
court and (4) the amounts of the expenses 
attacked by the state as inapplicable in a rate 
case and disallowed by the district court, are: 


(1) (2) (3) (4) 


1928 $2,517,079 $2,191,325 $2,222,270 $103,506 
1929 2,561,687 2,273,543 2,293,796 97,184 
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1930 2,651,019 2,315,950 2,327,472 144,143 
1931 2,524,322 2,150,485 2,164,019 149,188 
1932 2,452,204 2,063,947 2,082,961 155,413 
1933 2,338,594 2,016,268 2,033,046 152,437 


The largest cause of difference between the 
company and the state and court arises out 
of the deduction by the state of about $300,000 
yearly for excessive depreciation; this, of 
course, we have already discussed. 


28 P.U.R.(N.S.) 
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are fair and reasonable. Scranton- 
Spring Brook Water Service Co. v. 
Public Service Commission (1935) 
119 Pa. Super. Ct. 117, 14 P.U.R. 
(N.S.) 73, 181 Atl. 77; Reno Power, 
Light & Water Co. v. Nevada Pub. 
Service Commission, 298 Fed. 790, 
800, P.U.R.1923E, 485, 499. 


The Commission fixed the fair rate 
of return at 6 per cent, and this the 
company does not oppose. A fair re- 
turn on $9,000,000 would therefore 
be $540,000; the return from the mar- 
ginal $500,000 added by the district 
court increases this sum by $30,000. 
The constitutional mandate against 
confiscation will not be disobeyed 
merely because the actual return is 
slightly below that amount. During 


the years reviewed, in only one would 
less than $570,000 be available had 
the proposed rates been in effect. This 


was in 1933 when operations were at 
the lowest ebb, and even under those 
conditions the return would have been 
approximately 5.4 per cent. Confis- 
cation is not so plainly demonstrated 
that we may reject the rates without a 
trial. The district court was of the 


opinion that a moderate increase in 
subscribers would increase the earn- 
ings to $750,000 and that this increase 
took place after 1933. The annual 
earnings for the period 1930-1932 
show that this is not an unreasonable 
expectation. We may also know ju- 
dicially that the reduction in rates will 
tend to swell further the number of 
subscribers, and that the probable ef- 
fect will be to enhance the net revenues 
and to reduce the operating costs per 
station. 

[18] We are, therefore, of the 
opinion that the findings of the Com- 
mission are sufficiently supported by 
the evidence to negate the charge that 
its action was arbitrary; further, we 
are of the opinion that the rates it pre- 
scribed are not confiscatory in effect. 

The judgment appealed from is af- 
firmed. 


Stone, J., took no part in the con- 
sideration or decision of this case. 


Peterson, J., having been attorney 
general and counsel below, took no 
part in the consideration or decision 
of this case. 





19 The rate return from exchange opera- 
tions in the area is shown by years in the fol- 
lowing table. Column (1) is from footnote 
17, column (4); column (2) is the sum of 
columns (3) and (4) of footnote 18 plus rent 
compensation for the exchange use of toll 
property (see footnote 8a); column (3) is 
the net return under existing rates; column 
(4) is the net return adjusted to the new 
rates. 


(1) (2) (3) (4) 
$3,754,171 $2,341,414 $1,412,757 $770,337 
3,843,158 2,404,426 1,438,732 796,311 
3,850,989 2,484,365 1,366,624 724,224 
3,837,002 2,325,957 1,511,045 868,625 
3,640,321 2,251,124 1,389,197 746,777 
3,347,465 2,198,233 1,149,232 506,812 


1928 
1929 
1930 
1931 
1932 
1933 
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Pleading, § 2 — Notice of motion — Demurrer. 


* the 1. In the drafting of pleadings in notice of motion for judgment proceed- 
ings, liberality is permitted. The notice, however, should state a good 


Com- : ; ; ; 

db cause of action. In its appraisal, on demurrer, it may be supplemented 
: th y by the accompanying affidavit and account, p. 188. 

sk Pleading, § 1 — Notice of motion — Evidence. 

. 2. The common-law rule barring the use of exhibits to pleadings is in- 
oe applicable in notice of motion for judgment proceedings. In the latter, 
ffect. exhibits may be resorted to and, if incorporated in the pleadings by proper 


s af- reference, become a part thereof, p. 189. 


Rates, § 57 — Power of Commission — Effect of public contracts. 
3. Under Code, 24-2-2, 24-2-3, the Public Service Commission of West 
Virginia has authority to regulate rates for services rendered by a public 
utility to a municipality, notwithstanding any preéxisting contractual rights 
between the municipal corporation and the utility, p. 190. 
Pleading, § 1 — Notice of motion — Title in third party. 
4. Where, in a notice of motion for judgment, a plaintiff seeks to establish 
liability against a defendant on the basis of a title or interest which orig- 
inated in a third party, the notice should allege how said third party’s rights 
became vested in plaintiff, if at all, p. 190. 
(Kenna and Fox, JJ., dissent in part.) 
[February 14, 1939.] 
Headnotes by the Court. 


f  gers from trial court which overruled a demurrer to notice 
of motion for judgment; reversed and demurrer sustained. 


¥ 


APPEARANCES: Ira E. Robinson, the sufficiency of a notice of motion 
Clarksburg, and Kittle & Kittle, of for judgment, an accompanying aff- 
Philippi, for plaintiff; Charles P. davit, a counter affidavit, and six 
Wilhelm and Frank E. Parrack, both pleas, demurrers to the notice and 
of Kingwood, for defendant. pleas, and motions to quash the affi- 

davits, in each instance, having been 

Ritey, J.: This certificate involves overruled. 
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By its notice, Mountain State Wa- 
ter Company, a corporation, moved 
for judgment against the town of 
Kingwood, a municipal corporation, 
in the amount of $4,531.33, with in- 
terest until paid, “upon the account 
which is hereto attached and made part 
hereof, for services rendered by the 
undersigned to you in furnishing wa- 
ter for public fire protection pursuant 
to the franchise granted on August 
18, 1913, by you to Carlton C. Pierce, 
trustee, his successors and assigns, and 
pursuant to the order of the Public 
Service Commission of West Virginia, 
made and entered on March 14, 1932, 
fixing the rate to be paid by you for 
the aforesaid fire protection, a copy 
of which order is hereto attached and 
made a part hereof, under which order 
fire protection has been furnished by 
the undersigned to you, at your re- 
quest, for the time stated in said ac- 
count and to the amount and value 
therein stated, of which there remains 
unpaid the sum of $4,531.33 to the 
date hereof. ‘i 

The order of the Public Service 
Commission, referred to above, after 
reciting that the proposed schedule of 
rates submitted by “Mountain State 
Utilities Corporation” was agreeable 
to the town of Kingwood, except that 
the public fire charge should be re- 
duced from $2,500 to $2,100 per an- 
num, including right to use sufficient 
water to flush hydrants, etc., as evi- 
denced by letter signed by the mayor 
and recorder of said town, and that 
such suggested modification had been 
agreed to by the “Mountain State 
Utilities Corporation,” ordered that 
the schedule be so modified, and the 
investigation discontinued. 

In the statutory affidavit, sworn to 


28 P.U.R.(N.S.) 


by Frank E. Hileman, general man- 
ager of plaintiff company, it is stated, 
among other things, that affiant has 
“personal knowledge of all material} 
facts in relation to the account to 
which the affidavit is attached,” and 
that the account “states distinctly the 
several items of the claim embraced in 
the notice to which it is, with 
this affidavit, attached,” etc. The ac- 
count breaks down the yearly rate of 
$2,100, provided for in the order of 
the Public Service Commission, into 
monthly instalments of $175 each, and 
under the heading, “class of service,” 
carries the words, “Public Fire Pro- 
tection.”” For the months of January 
and February, 1932, the charge is list- 
ed as $208.33 and from that time to § 
May 25, 1937, the date of the notice, 
there is a flat charge of $175 per 
month, credit being given for pay- 
ments as made. 


[1] In the appraisal of a notice of | 
motion for judgment, a cardinal rule 


of construction permits liberality in § . 


the drafting of pleadings in such cases. 
Tuggle v. Belcher (1927) 104 W. Va. 
178, 139 S. E. 653. Nevertheless, a 
notice of motion for judgment, no 
matter how informal, must state a 
good cause of action. Citizens’ Na- 
tional Bank v. Dixon (1923) 94 W. 
Va. 21, 117 S. E. 685; Pelley v. Hib- 
ner (1923) 93 W. Va. 169, 118 S. E. 
923; Hastings v. Grump (1921) 89 
W. Va. 111, 108 S. E. 600. 

Five grounds are urged in support 
of the demurrer to plaintiff’s notice. 
For convenience, we shall not adhere 
to the order adopted by defendant. 

The first ground of demurrer is to 
the effect that the notice does not set 
forth a contract between the parties. 
In this state, motions~for judgment 


188 





MOUNTAIN STATE WATER CO. v. TOWN OF KINGWOOD 


will be entertained only for the recov- 
ery of money based on contract. 
Lambert v. Morton (1931) 111 W. 
Va. 25, 160 S. E. 223; White v. Con- 
ley (1930) 108 W. Va. 658, 662, 152 
S. E. 527; Houston v. Lawhead 
(1935) 116 W. Va. 652, 182 S. E. 
780, 782. So, at the outset, it becomes 
most pertinent to determine whether 
the notice in question sufficiently sets 
out a contractual obligation of defend- 
ant to pay plaintiff the sum of money 
claimed. Here, the notice alleges that 
plaintiff, at defendant’s request, fur- 
nished water service for fire protection 
and flushing purposes during the peri- 
od stated in the account. Assuming 
for the moment the order of the Pub- 
lic Service Commission is properly 
pleaded, and, by assignment from the 
Mountain State Utilities Corporation, 
inured to plaintiff’s benefit, an as- 
sumption not borne out by the record 


under the present state of the plead- 
ings, then defendant would be liable 
under the theory of a contract implied 


in fact. A municipal corporation in 
this state is liable for a contract im- 
plied in law. Cade v. Belington 
(1918) 82 W. Va. 613, 96 S. E. 1053. 
Such liability may be established in a 
notice of motion for judgment pro- 
ceeding. Lambert v. Morton, supra. 
A fortiori, this liability extends to a 
contract implied in fact and may be 
declared on by notice of motion. 

[2] The fifth and last ground of 
demurrer attacks the use of a copy of 
the order of the Public Service Com- 
mission as an exhibit to the notice. 
The use of exhibits to pleadings in 
common-law actions is barred under 
the strict and stereotyped rules of the 
common law. State, for Use of Ping- 


ley v. Pingley (1919) 84 W. Va. 433, 
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100 S. E. 216; Vorholt v. Vorholt 
(1931) 111 W. Va. 196, 160 S. E. 
916. However, a review of our deci- 
sions indicates a practice prevailing 
among lawyers to resort to exhibits 
in notices of motion for judgment pro- 
ceedings. Such practice has not been 
disapproved. In one case, a transcript 
of a judgment upon which recovery 
was sought was exhibited to the no- 
tice ; in a second, a bond; and in anoth- 
er, an insurance policy. Grinrod 
Process Corp. v. Rothwell (1936) 
117 W. Va. 709, 189 S. E. 100; 
Stuart v. Carter (1916) 79 W. Va. 
92, 95, 90 S. E. 537, L.R.A.1918D, 
1070 ; Hawkins v. Glens Falls Ins. Co. 
(1933) 114 W. Va. 287, 171 S. E. 
645. The liberality rule, as to notices 
of motion for judgment, is entirely 
consonant with the prevailing practice. 
It may be noted in passing that an ac- 
companying affidavit may be used to 
supplement the notice. People’s State 
Bank v. Jeffries (1925) 99 W. Va. 
399, 129 S. E. 462. And the account 
may be looked to for a like purpose. 
Wessel v. Bargamin (1923) 137 Va. 
701, 120 S. E. 287. In the last-men- 
tioned case a notice of motion for 
judgment, insufficient in itself because 
it simply alleged that the amount 
sought to be recovered was due from 
the defendant to plaintiff, was held 
sufficient because it was supplemented 
by an account attached, which set out 
the contract upon which the indebted- 
ness was based. A similar state of 
facts, as disclosed by the printed rec- 
ord, is presented in Landsman-Hirsc- 
heimer Co. v. Radwan (1922) 90 W. 
Va. 590, 111 S. E. 507. However, in 
the latter case, the judgment in plain- 
tiff’s favor was reversed because the 
affidavit upon which it was based, in 


28 P.U.R.(N.S.) 





WEST VIRGINIA SUPREME COURT OF APPEALS 


the absence of proof, was not made 
before or at the time of service of the 
notice and the attached account. 

[3] The second ground of demurrer 
is to the effect that the Public Service 
Commission was without authority to 
enter the order of March 14, 1932, 
in that by said order the Commission 
attempted to make a contract between 
plaintiff and defendant. This ground 
of demurrer is not well taken. The 
Public Service Commission of West 
Virginia has ample authority under 
Code, 24-2-2, 24-2-3, to regulate 
rates to be charged for services of pub- 
lic utilities. Any rate established by 
it, if permitted to stand, is valid and 
res adjudicata as to all matters deter- 
mined. Huntington v. Public Service 
Commission (1922) 91 W. Va. 346, 
112 S. E. 571. The Commission’s 
action in establishing the rate of 


March 14, 1932, in no way destroyed 
any of the contractual rights existing 
between the city and the Mountain 
State Utilities Corporation. Benwood 
v. Public Service Commission (1914) 
75 W. Va. 127, 83 S. E. 295, L.R.A. 


1915C, 261. The order shows that 
the town of Kingwood, though its 
proper officers, had notice thereof, 
and agreed to the rates provided there- 
by, and the notice, as supplemented by 
the affidavit and account, shows that 
the town continued to accept the serv- 
ice furnished by plaintiff under the 
approved schedule. We cannot say 
that by the order the Commission un- 
dertook to make a contract for the 
town. The action of the latter, in 
agreeing to accept and pay for the 
services, was of itself, a contract be- 
tween it and the Mountain State Utili- 
ties Corporation. 

The fourth ground of demurrer 


28 P.U.R.(N.S.) 


challenges the power of the council 
and officers of the defendant town to 
issue the franchise of 1913. To ap- 
praise this challenge, regard must be 
had to the statutory powers delegated 
to the town of Kingwood as a munici- 
pal corporation. The town was incor- 
porated under a special statute. Chap- 
ter 511, Acts (1853) of the general 
assembly of Virginia. By this act 
the town was granted the powers con- 
ferred upon towns by Chap. 54 of the 
Virginia Code, 1849. Section 17 of 
Chap. 54, aforesaid, conferred on the 
councils or boards of trustees of any 
town the power “to provide in or near 
the town, waterworks. .” See- 
tion 25, Chap. 54, of the Virginia 
Code, 1860, contains a like provision. 
Section 1, Chap. 47, of the West Vir- 
ginia Code, 1868, bestows upon the 
council of any town theretofore estab- 
lished all powers, in addition to those 
contained in its charter, conferred by § 


said chapter, and § 28 of said chapter fi 
delegates to the council of any town or § di 


village the power “to make regulations ; 
for guarding against danger or dam- ff 
ages by fire and to erect, or F 
authorize or prohibit the erection of Ff 
waterworks in the town. — 

.” Finally, by Code, 8-4-10, § 

there were delegated to the council of 
any municipal corporation, like powers 
as to fire protection and waterworks. 
Thus, it appears that the statutory 
power of the council of defendant to § 
enact the franchise in question was § 
sufficient. 
circumscribed by the powers resting in 
the Public Service Commission to reg- 
ulate public utility rates. Benwood 
v. Public Service Commission, supra. 
[4] Defendant urges as an addition- 

al ground of demurrer that the fran- 
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chise is insufficiently pleaded. The 
charge that plaintiff was operating un- 
der the Pierce franchise is insufficient. 
Usually, an assignee must, by appro- 
priate allegations, trace his title to the 
thing assigned. 4 Am. Jur. 330, 
§126;5 C. J. 1008, § 224. While it 
is optional whether he institute the 
proceeding in his own name, or in that 
of his assignor (Scraggs v. Hill 
[1893] 37 W. Va. 706, 712, 17 S. E. 
185), “if brought in his own name, 
then the declaration or notice must set 


forth the assignment so as to trace title’ 


in the plaintiff.” Burks’ Pleading and 
Practice, p. 57. If the foregoing 
charge be construed as an allegation of 
ownership in the plaintiff, it amounts 
to nothing more than a legal conclu- 
sion, depending upon whether the 
franchise has in fact been assigned to 
it by those authorized to do so. The 
franchise itself is sufficiently pleaded. 
The town having issued the franchise 
in the first instance, its records will 


| disclose the existing provisions there- 
j of. 
Fer pleadings on the trial, may be in- 
ct, or § 


The franchise itself, under prop- 


troduced as evidence. 
The copy of the Public Service 


/Commission’s order of March 14, 


1932, being a part of the notice, must 
be considered therewith. It not only 
fails to aid the pleader in the matter of 
title, but adds doubt instead. In that 
order, ‘““Mountain State Utilities Cor- 
poration” appears to be serving the 
town of Kingwood. There is nothing 


iin the notice or the affidavit which 


would indicate that plaintiff had suc- 
ceeded to the rights of said Mountain 
State Utilities Corporation. Like- 
wise, the notice, as heretofore suggest- 
ed, fails to set up title in the plaintiff to 
the rights of Carlton C. Pierce, trus- 
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tee, under the franchise, dated August 
18, 1913. Thus we have a cause of 
action attempted to be laid on a con- 
tract growing out of rights outstand- 
ing in two different legal entities, both 
of whom are other and different from 
the plaintiff. The situation is indeed 
anomalous. The very extent of the 
anomaly is of itself enough to render 
the notice bad on demurrer. The 
pleader, under the most liberal con- 
struction, has failed to state a cause 
of action, and therefore fails to come 
within the case of Hastings v. Grump, 
supra, and the other cases heretofore 
cited, which established the West Vir- 
ginia rule, governing notices of mo- 
tion for judgment. 

Our holding on the sufficiency of 
the notice renders moot the questions 
raised on the demurrers to the several 
pleas. The town may find it necessary 
to make other defense, if, and when, 
the notice is amended. 

The ruling of the circuit court in 
overruling the demurrer to the notice 
herein is reversed. 

Ruling reversed; demurrer to no- 
tice sustained. 


Kenna, J. (concurring in part, dis- 
senting in part): Although I am in 
accord with what I regard as the hold- 
ing essential to justify a reversal of 
the trial court’s ruling, my opinion 
concerning the legal question involved 
in the second syllabus point does not 
coincide with that of my associates. 

In spite of Code, 564-17, a notice 
of motion for judgment on contract 
still remains an action at law in this 
state, as well as in Virginia, as is il- 
lustrated by the fact that the present 
case is pending here upon a writ of 
28 P.U.R.(N.S.) 





WEST VIRGINIA SUPREME COURT OF APPEALS 


error. Such proceedings have never 
come here upon appeal. While it is 
true that the statute should be con- 
strued with great liberality in order to 
carry out its salutary purpose, this 
court has heretofore declared that the 
procedure it provides is in derogation 
of the common law and must be strict- 
ly construed. Bluefield Supply Co. v. 
Waugh (1928) 106 W. Va. 67, 71, 
145 S. E. 584, 585. The notice 
“should be so plain that the defendant 
cannot mistake its object, however it 
may be wanting in form and technical 
accuracy.” Notice of motion is in- 
tended as a simplification of the com- 
mon-law procedure on the law side of 
the court in certain limited cases sup- 
posedly involving no complicated con- 
troversy. The notice is supposed to be 
“so plain that the defendant cannot 
mistake its object,’ and in my judg- 
ment, the unrestricted right to file ex- 
hibits with a notice of motion, coupled 
with the unrestricted right for the de- 
fendant to file exhibits with his plead- 
ings, would defeat the fundamental 
purposes of simplicity and brevity, di- 
rectness and promptness of the stat- 
ute. 

I am conscious of the fact that in 
many cases brought by notice of mo- 
tion, exhibits have been filed, but I 
would think that in the vast number of 
cases that have not reached this court 
the precedent would tend in the other 
direction. There is only one case that 
I have found where even a collateral 
question was raised. There, it simply 
was a question of whether the Code 
provisions (Code 1931, 56-4-17) al- 
lowing the filing with a declaration in 
an action brought to recover upon an 
insurance policy, the policy sued on, 


was applicable to a notice of motio 

proceeding. In the case of Hawkins 
v. Insurance Co. supra, this court held 
that the statutory proceedings were 
similar and that the filing of an insur 

ance policy with the plaintiff's state 

ment of his case was permissible both 
in law actions and notice of motio 

proceedings. It is to be noted that the 
Hawkins Case involved only the ques 
tion of statutory construction. The 
majority of the court here is being 
guided only by what seems to me to be 
an erroneous conclusion that the use 
of exhibits served and filed with a no- 
tice for judgment accords with the 
well-established customary practice of 
the bar throughout the state. Though 
not directly applicable to a proceeding 
by notice of motion because the opin- 
ion was rendered in a law action for 
the purpose of recovering a bonded 
indebtedness, the opinion in State for 
Use of Pingley v. Pingley, supra, con- 
tains a very succinct and comprehen- 
sive discussion of the filing of exhibits § 
in legal proceedings, and quotes the 
following language from the 8 Ency. § 
Pl. & Pr. p. 740: “In the absence & 
of a statute, the annexing and filing of 
papers as exhibits to a pleading does 
not make them a part thereof, and § 
they cannot be referred to for the pur- & 
pose of supplying the omission of a 
material allegation or curing a fatal 
defect. . . .” With deference, I 
dissent from the views of the majority § 
of the court expressed in the second 
syllabus. In all other respects, I con- 
cur with the court’s holding. 


Judge Fox authorizes me to say 
that he concurs with the views ex- 
pressed in this memorandum. 





28 P.U.R.(N.S.) 
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m Service Proved --- Rely On 


dig“ CLEVELANDS”’ 


on ' es: 





Y ans 


“ ago, “Cleve- 

land” pioneered the 
compact, mobile, full-crawler trencher. Ever since it has devoted 
itself to making it better—more efficient—more reliable. 


Today a large number of Cleveland “Baby Diggers” and Tam- 
per-Backfillers are in constant service in the Gas Industry. 


When it is a question of getting the most out of machine-trench- 
ing, you can rely on “Clevelands” to give it to you. Let us tell 
you why. 


Write Today for Details. 


IE CLEVELAND TRENCHER COMPANY 


"Pioneer of the Small Trencher" 


00 St. Clair Ave. Cleveland, Ohio 


eland built Trailers for all Models speed up 
sportation and increase utility. Machines 
and unload in 10 to 15 minutes. 


7} CLEVELANDS © 
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Selected information 


| Industrial Progress 


about manufacturers, 


new products, and new methods. Also news on 
personnel changes, recent and coming events. 


Niagara Hudson Starts 
Rural Program 


1AGARA Hudson Power System com- 
N panies have launched the program to 
build 680 miles of new rural electric distribu- 
tion lines in New York state this year. 

Alfred H. Schoellkopf, president, stated that 
all the companies in the Niagara Hudson Sys- 
tem had completed 4,950 miles of new rural 
lines in the past four years, 883 miles of which 
were built in 1938. 

Aside from those companies which serve 
the irrigation districts of the Pacific Coast 
states, Mr. Schoellkopf said, Niagara Hudson 
ranks second among unified electric operating 
systems in the number of its farm customers. 
At the end of 1938 the companies were serv- 
ing about 42,500 farms and 150,000 non-farm 
customers in rural communities. 


Industrial Power 
Cost Record 


NTERNATIONAL Harvester Co. has developed 
a simple industrial power cost record book 
that enables the tractor and power unit owner 
to obtain without much extra labor an accu- 
rate and comprehensive statistical picture of 
how his power equipment is operating and 
how much each tractor and each stationary 
engine is costing. For use with this book a 
printed form to be filled in daily by the trac- 
tor or engine operator has also been devised. 
Both of these drivers’ daily report forms 
and cost books are available free of charge to 
owners whether they operate International 
equipment or not. 


Water Meter Practice 


CC A Outline of Water Meter Practice” 
by Henry Horandt, is the subject of a 
108-page illustrated booklet recently published 


by the Neptune Meter Co., New York. The 
author is manager of the New York Water 
Service Corporation, Brooklyn, New York. 
This outline of water meter practice is 
based on the author’s actual experience in 
investigating numerous water plants relative 
to the meter problems and attempting the 
rehabilitation of run down meter shops. It 
is not the author’s intention that this outline 
be considered the last word in meter routine, 
but it does show methods successfully em- 
ployed. It is recognized that in general the 
larger water companies have trained engi- 
neers or maintenance men who have already 
adopted efficient and practical methods and 


this outline will probably contain much of 
which they have long been aware. However, 
plant managers and those indirectly connected 
with metering may find a few facts of in- 
terest. Since the outline is intended for those 
not thoroughly acquainted with all the phases 
of metering, an effort has been made to re- 
view the fundamentals in order to present a 
clear picture of the problem as a whole. 


Terminal Standards Revised 


—— edition of standard markings for 
electrical terminals has been published by 
the American Standards Association. The new 
edition (American Standard Rotation, Con- 
nections and Terminal Markings for Electric 
Power Apparatus—C6-1938) includes for the 
first time markings for single and polyphase 
step-type voltage regulators and standardiza- 
tion of the arrangement of slots and blades 
for polarized and non-polarized attachment 
plugs and receptacles. 

Diagrams and rules outline standard ter- 
minal markings for rotating apparatus, con- 
stant potential transformers, step-type feeder 
voltage regulators, industrial control appa- 
ratus, instrument transformers, current-limit- 
ing reactors and attachment plugs. 


New Traction Dynamometer 


Pression dynamometer, moderately priced, 
has been announced by W. C. Dillon 
& Company, Inc., 3551 North Sheffield Ave., 


Chicago. The dynamometer is used in series 
with a block and tackle to register the 
pound pull being applied to a cable, guy or 
messenger. It is designed to give a con- 
tinuous service over a prolonged period of 
years without deterioration. The instrument 
cannot be injured by 100 per cent overload, or 
from a recoil due to breakage of equipment 
or messenger, according to the manufacturer. 

An over-strained guy or messenger loses its 
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EW PLANTS BOOST EFFICIENCY 


... But Not While 


bur new plant or modernization is more 
icient, will return larger profits than the 
1 one—but not until it is in operation! 
he large capital investment required 
eans that every day counts, from the 
oment plans are approved until the steam 
gins to flow. 

Accurate Grinnell sub-assemblies, pre- 
bricated to specifications, are easily and 
oomically field-welded into a finished 


REFABRICATION B 


They’re Building ! 


piping system—reducing erection cost and 
time to a minimum. 

Grinnell’s experienced shop men and 
qualified welders . . . conveniently located 
plant facilities . . . and ability to interpret 
the ideas and plans into piping . . . are 
tangible reasons why it pays to “Give the 
plans to Grinnell!” Grinnell Company, Inc., 
Executive Offices, Providence, R. I. Branch 
offices in principal cities. 


. GRINNELL 


WHENEVER PIPING iS INVOLVED 
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vitality and fails when subjected to an over- 
load, often resulting in a lead of poles going 
down that would otherwise have weathered 
a storm. The use of a dynamometer protects 
against such condition and eliminates the less 
effective method of judging tension being put 
on a cable, guy or messenger entirely by ob- 
servation of the sag between poles. 

The new Dillon traction dynamometer is 
priced as follows: 5,000 pound capacity, 
$84.50; 7,500 pound, $91.00; 10,000 pound, 
$97.50; 15,000 pound, $117.50. Shipments are 
made on a 30-day trial. 


“CP” Summer Sales Campaign 
Book Distributed 


NOVEL sales plan book utilizing the cable 
A message form to tell its story, has re- 
cently been mailed by the Association of Gas 
Appliance and Equipment Manufacturers’ 
Domestic Gas Range Division in connection 
with the summer “CP” campaign. 

The summer campaign (July and August) 
is the second of four major campaigns com- 
prising the extensive nationwide promotion 
being given the “CP” gas range during 1939. 
The summer sales campaign booklet has been 
released to 2,000 key gas industry executives ; 
also to 12,000 retail dealers, appliance shops, 
department stores and other retail sales outlets. 

Pointing out the summer market of 9,000,000, 
the booklet stresses as most advantageous 
selling points the coolness, cleanliness and 
modernity features of the “CP” range. Photo- 
graphs of the various features of the range 
which substantiate these claims, accompany 
the concise enumeration of its advantages. 

Space is given to an animated window and 
floor display suggested to attract summer 
pedestrian traffic; also to sample newspaper 
advertisements which help “cover the market 
with the CP story.” 


G-E Glyptal Red Coating 


NCREASING interest in an air-drying or 
quick-baking protective coating, G-E 1201 
Glyptal Red, for motor and apparatus pro- 
tection, is reported by the General Electric ap- 
pliance and merchandise department, Bridge- 
port, Conn, 
G-E 1201 Glyptal Red, when used on com- 





ZENITH ELECTRIC CO. 


Automatic Control Equipment 
Magnetic Switches—Time Switches 
Program Clocks—Automatic Timers 

Special equipment made to your specifications. 
603 So. Dearborn St. Chicago, Ill. 





mutator end bands, motor coils or for entire 
motor assemblies, has been found to reduce 
maintenance costs and prolong the life of the 
equipment. Other applications which were re- 
ported include its use as a protective coating 


on porcelain switches in a mine, and as out- | 
side coating for conduit, pipes, etc., which are © 


subjected to acids. 


Advertising Association Meets — 


HE annual meeting of the Public Utilities 
Advertising Association is being held 


jointly with the 35th annual convention, Ad- 
vertising Federation of America, June 18th- 
22nd at the Waldorf-Astoria, New York, 


Floyd L. Carlisle, chairman of the board of © 


trustees, Consolidated Edison Company of 


New York, is scheduled for an address before — 


the association, together with a talk on 
“Humanizing an Institution” by Merryle 
Rukeyser, economic commentator, Interna- 
tional News Service. 

Awards in the annual Better Copy Contest 
of the Association will also be presented at 


the meeting. This is the oldest organized ad-— 


vertising contest in existence today, according 
to Howard F. Weeks, president of the utilities 
group. 

Other speakers on the program included 
Thomas Carens, vice-president, Boston Edi- 
son Company, on “Advertising and Publicity 
Aspects of the 1938 Hurricane”; Kenneth 
Magers, Cincinnati Gas and Electric Company, 
on “How to Improve Institutional Advertis- 
ing,” and Al C. Joy, Pacific Gas and Electric 
Company, San Francisco, on “What I think 
of Your Tax Advertising.” 


$100,000,000 for Two Dams 


orE than $100,000,000 in cash has flowed 

into the pockets of American manufac- 
turers and business men supplying the ma- 
terials used in the construction of Boulder 
and Grand Coulee dams, Commissioner John 
C. Page, of the Bureau of Reclamation, re- 
ported recently to Secretary of the Interior 
Harold L. Ickes, 

The record of payments for supplies and 
materials for the two dams showed that up 
to January Ist of this year a total of $95,- 
557,794 was poured into the country’s busi- 
ness channels. Boulder materials cost $49,- 
460,112 and Grand Coulee, $45,997,682. 

Grand Coulee construction has several years 
to run while Boulder is virtually complete 
except for more power house equipment, but 
both dams have been adding daily to their 
January 1st totals, Mr. Page pointed out. The 
average is more than $1,000,000 a month. 





ELECTRIC HEATING EQUIPMENT THAT WILL 
HELP YOU SERVE THE PUBLIC BEST 
Designing, ee ge Manufacturing of Electric 
wre! sits for Industrial Purposes. 
ACME ELECTRIC HEATING CO., Dept. U 
1217. Washington St., 








FLETCHER MFG. CO. 
Overhead Construction Materials 
SERVING UTILITIES FOR 60 YEARS 
38 N. Canal St., Dayton, 0. 
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* * PRODUCTS 


THE SUPERIOR SWITCHBOARD & DEVICES CO. 
CANTON , OHIO 


late. Bearcts ALL ting * 





YALE 





METER ¢ RELAY TEST SWITCHES METER TEST BLOCKS ¢ TABLES 
METER € TRANSFORMER ENCLOSURES 


WALL 


| BRAZED STEEL DOUBLE. 
| JACKETED COMPOUND KETTLE 


A double-jacketed compound kettle for melting 
joint filling compounds. Exceptionally rugged, made 
of heavy steel, with bottom and spouts brazed. Out- 
side jacket completely covers sides, top and spout. 
Complete with double ring on bail for lowering and 
raising in a manhole or on a pole. 


View of Heliem, shaw P. WALL MFG. SUPPLY CO. 
ing Double Jacket all PITTSBURGH, PA. 
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MASTER-LIGHTS 


ANNOUNCE TYPE ‘'T"* 


YOU OWE YOUR MEN 
THE BEST THERE IS 


FASTER—BETTER 
LINE REPAIRS 


Roof mounted searchlight for repair, inspec- 
tion and emergency cars. Range of 360° at 
any height. 





NO GEARS TO 
WEAR OR RATTLE 


Inside one-hand lever control with light beam 
parallel to lever. 


MANUFACTURERS OF WORLD'S MOST POWERFUL 
HAND SEARCHLIGHTS 


Sent on approval 


CARPENTER MFG. CO.—CAMBRIDGE, MASS. 





Specify P. U. R. QUESTION 


SHEETS 


AN EDUCATIONAL OPPORTU- 
NITY for public utility men. A 
fortnightly quiz of ten questions 


POE LI Ty 


Lh NEA 











| oye 
RECORDS, FORMS 
COPIES 
THIN LETTERHEADS 
DOCUMENTS 


SEND FOR a 


ESLEECK 


and answers on practical financial 
and operating questions discussed 
and decided by the State and 
Federal Commissions and Courts 
in their investigations of public 
utility companies. 


Ten questions and answers every 
two weeks—annual subscription 
$10.00. 


Send your order to— 


PUBLIC UTILITIES 
REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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TOMORROW'S TREND TODAY 





IN TRANSFORMERS 


Extra 








Strong 
at the 
Weld! 


Section of Pennsyl- 
vania Transformer 
Radiator showing 
heavy wall thickness 
at the weld. 


\¢ HEN the tube is welded into the header, a portion of the 
metal of both is fused with the metal of the electrode. Naturally 


much of the metal remains unfused, and it is the thickness of this 
remaining metal that helps support the weld and that determines 
the reliability of the welded joint. 

In Pennsylvania Transformer radiators, the tubes are made of 
13-gauge steel (almost 14-inch thick). This means that the tube 
is extra strong at the weld—one of many reasons why Pennsylvania 
radiators are permanently sturdy and trouble-proof. 

6 


TRANSFORMER COMPANY 


7OrF ISLAND ‘AVES 
N.S., PITTSBURGH, PA. 
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VOM mA 
ON DRAW BAR PULL 


ANY MODEL in the extensive valve-in-head 
General Motors Truck line—is pounds above 
any comparable truck on draw bar pull! 
Performance records prove it. GMC SUPER- 
DUTY engines with POWER-PAK pistons lead in gas savings! 
Actual tests prove greater savings than are possible with 
any comparable truck. And reports from owners show 
average gas savings 15% to 40% over the next best records. 
Get the most power—get the most savings—get a GMC! 


CHECK GMC PRICES AGAINST THE LOWEST! 


Our own YMAC Time Payment Plan assures you of lowest available rates 


GMC TRUCKS ‘iiss y 
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Re « 
paper. 
pre WAVERLY 


LEDGE R” 


hen you buy Accounting Gorms or Backs 


Every much-used or important form belongs on good paper 
— on paper like Waverly Ledger. Forms on Waverly Ledger 
are far more efficient to use and actually cheaper in the end. 
For Waverly Ledger is made especially for hard working 
forms with 85% rag content strength, a perfect surface for 
writing, typing and erasing in a choice of White, Buff, 
Blue and the eye-pleasing Horizon Green. 


When forms are up for consideration, pick the paper ex- 
perts choose. Say, ‘‘Put them on Weston’s Waverly Ledger.” 


WAVERLY LEDGER TYPACOUNT 
Hinged LEDGER 


he “hinge” is made right in the paper. It A paper of Waverly 85% rag content grade 
takes loose leaf forms open flat without and quality with a special smear-proof 
eakening the binding edge. finish for machine bookkeeping needs. 


Write Byron Weston Co., Dept. C, Dalton, Mass., for sample book showing all 
weights of Waverly Ledger and for ‘“Weston’s Papers,” an interesting and inform- 
ative periodical. 


ESTON'S PAPERS 
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It’s not a fish washed up on 
the shore—it’s a WHALE! 





The whale looks 


like a fish, but 
it's not a fish. 
It's a mammal, 
breathing air; 
and would drown if it stayed too 
long under water. Which proves 
you can't judge by appearances 

. from Whales to Water Meters. 
Judge by performance ... and 
in water meters you'll pick the 
TRIDENT. Judge by the perform- 











1892— 1939 


TRIDENT 
SPLIT CASE 


like a fish, acts ~ 


ance of the more than 5!/, milli¢ 
TRIDENTS sold, the majority s# 
in service. Judge by the extreng 
sensitivity and sustained accura@ 
of these precision-manufacturg: 
disc meters. Judge by their u 
versal APPROVAL by the Wat 
Works field. Judge by their inte 
changeable parts, that keep do 
maintenance costs, eliminate obs 
lescence. Every TRIDENT is a whe 
of a meter value, no matter he 
you look at itl 


PRECISION-BUILE 


WATE 
METER 


Neptune Meter Company, 50 West 50th a 
(Rockefeller Center), New York City. Bra 
he in Principal Cities. Neptune Met 
Ltd.. 345 Sorauren Avenue, Toronto, Ca 
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Your business form requirements are more than 
met by the variety of quality forms manufactured 
by Egry. Continuous Forms with or without inter- 
leaved one-time carbons; Allset and Foldover indi- 
vidual unit sets; padded and special forms . 1 
engineered to your individual requirements ... a 
complete form system to expedite the writing of all 
initial records. 

A request will bring a special prepared brochure 
containing samples of Egry forms now in use by 


utilities. Address Department F-622. > 


The EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 
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Problems in 


PUBLIC UTILITY ECONOMICS 
AND MANAGEMENT 


By C. O. Ruggles 


Professor of Public Utility Management 
Harvard University 


772 pages, 6 x 9, $6.00 
New 2nd Edition 


This new book provides a comprehensive understanding of the problems of 
public utility economics, management and regulation. The problems pre- 
sented for analysis and solution deal primarily with economic and business 
aspects of public utilities in the light of their marked physical expansion as 
well as the striking changes in organization and management during the past 
five years. 


One hundred and twenty problems are given—each presented with con- 
siderable statistical background, and followed by questions indicating the 
significant issues. 


Special Features of the Revised Edition: 


—the chapter on production problems, showing the significance of load factor and the ad- 
vantages of physical integration and coordination of facilities. 

—the role played by holding companies; the responsibility of management for development 
of the business and for efficient service. 


—wholesale and retail marketing of public utility service, with special consideration of 
rates and demand for service, off-peak utilization of utility facilities, etc., etc. 





PUBLIC UTILITIES REPORTS, INC. 


MUNSEY BLDG. WASHINGTON, D. C. 
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A set-up for meeting 
special requirements in strand 


HEN special characteristics are required in strand, the place to 

begin is at the open-hearth furnace. The complete integration 
of all manufacturing operations under Bethlehem’s system of control, 
beginning with steel making and following through all subsequent 
phases, is an important factor in making strand to meet special 
conditions. 
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16.73¢ FOR FUEL 


Calculated efficiency—a basic consideration in the selection of steam 
generating equipment cannot safely be arrived at only in terms of 
“thermal” efficiency developed by test. What the operator must have 
is a reliable expectation of dollar efficiency, based on actual perform- 
ance of the equipment over an extended period. Ask an A-E-CO 
representative to show you data on the dollar efficiency of Taylor 
Stokers-— efficiency such as shown by the installation at Sloane- 
Blabon Corporation, whose fuel cost ratio, including cost of 9 

and handiing to stoker hoppers, is expressed above. American 
Engineering Company, Philadelphia, Pa. 





Capacity e Maintenance e Flexibility * Efficiency e Opera- 
tion e Adaptability e Fuel Flexibility e Refuse Disposal 
Stack Discharge e Space Requirements e‘ Obsolescence. 


THE A-E-CO TAYLOR STOKER 
AMERICAN ENGINEERING COMPANY 


Taylor Stokers, Water Cooled Furnaces, Ash Hoppers, Lo-Hed Hoists, 
Marine Deck Auxiliaries, Hele-Shaw Fluid Power. 


GET THE FACTS ABOUT Reliability (3 
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1) You buy the strength 
of fourteen men 


WS 


in this 
RiFaIb 


Compound Leverage 
Wrench 


You pay one man for quick eficient work 




















This remarkable RIBE&ID Wrench cuts your labor costs— 
boosts salvage of pipe fittings with 14 times the leverage 
power of an ordinary wrench of equal jaw capacity. Frozen 
joints loosen in a hurry—no need to take extra men from 
their regular jobs to heave on a wrench lengthened by a 
piece of pipe on a handle. 


Simply fasten the trunnion on pipe or fitting—whichever 
is mot to move—slip on the wrench and pump it on or off. 





There are 4 sizes for pipe up to 8”, to fit your requirements. 
y eq 


RIBAID Compound : 
Leverage Wrench Test one of these RIGEIDs any way you please. You'll 


sighiening « Siting, discover a tool that assures efficient work you want and are 
glad to get credit for. Call your Supply House today. 





THE RIDGE TOOL CO., ELYRIA, OHIO 


(Ee /(bD PirPe Toots 
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...and, as a result... 


IMPORTANT SAVINGS 


IN YOUR ELECTRICAL 
DISTRIBUTION COSTS 


F the many products specifically designed by Johns 
Manville to lower cost and increase efficiency a 
electrical distribution, Transite Conduit is a striki 
example of how well this purpose has been accomplished 
Made of two imperishable materials—asbestos an 
cement, Transite Conduit is strong, permanent, corrosio 
resistant, fire- and weather-proof. 
UNDERGROUND, Transite’s strength permits installation wit 
out an envelope. “‘Concreting-in” costs are eliminated—installa 
tion savings large. And Transite’s high resistance to corrosio 
assures virtual freedom from maintenance. 
ABOVE GROUND — in any exposed location—Transite Cond 
is weatherproof. Incombustible, it is unharmed by smoke o 
corrosive fumes. Hence, it offers the economy of permane 
efficiency, at negligible upkeep, throughout its years of servicd 
Utility executives concerned with lowering electrica 
distribution costs ... and keeping them low ... wi 
find it profitable to get all the facts on the many ad 
vantages of this modern conduit. For details, addre 
Johns-Manville, 22 E. 40th St., N. Y. C. 
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HOW CAN DODGE TRUCKS BE 


PRICED vz: LOWEST? 


[ WHEN NO OTHER TRUCK HAS ALL THESE FEATURES 
OF DEPENDABILITY, ECONOMY AND LONG LIFE? 


comfort. 


PROOFED CABS 
IDDIES 


iST.- PROOFED 


UMPER, INTEGRAL 
WITH FRAME 


Luxurious Comfort for the Driver 
Dodge Truck seats provide real “easy- chair” 


Wider windshields and windows 


give maximum vision. Ventilation through 
both cowl and windshield is another Dodge 
driver-comfort feature! 


HIS year your money buys more 
in Dodge trucks because they’re 
built in a giant new truck plant, 
especially engineered for better 
truck manufacture. It’s the largest, 
most modern single-unit exclusive 
truck plant in the world. And it’s 
equipped to give you latest new 
developments—like completely 
Bonderized (rust-proofed) cabs, bod- 
ies and fenders—which you can’t 
get in other trucks at any price. 
Dodge gives you new dependability 
in vital units, too! The super-tough 
Amola Steel in Dodge axle shafts and 
springs, for example, was developed 
expressly to meet new and more 


severe requirements. No other steel 
is like it—no ordinary alloy steel can 
match Amola’s amazing combination 
of hardness and toughness—it’s your 
assurance of dependability and im- 
portant savings on repairs. 

And Dodge powers each truck 
model with a truck engine expressly 
designed to match the load capacity 
of the unit—to cut your gas and oil 
costs to the minimum that is possible 
with good performance. 

Go to your Dodge dealer, and see 
for yourself how many extra money- 
saving advantages like these you get 
in 1939 Dodge trucks, at prices that 
are right down with the lowest. 





DEPENDABLE DODGE TRUCKS 


Complete Line—¥2-ton to 3-ton—See Your Dodge Dealer for Easy Budget Terms 
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INSULATED WIRE AND CABL} 


CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 
CABLE 
WEATHERPROOF WIRE 


All types of Building Wire and all 
kinds of Special Cables to meet 
A.S.T.M., A.R.A., 1.P.C.E.A., N.E.M.A., 
and all Railroad, Government and 
Utility Companies’ Specifications. 





June 22, 


Industry Uses I 


Millions of feet of Crescent 


cables for power, light and con- 
trol have been installed in in- 
dustrial plants for the last fifty 
years with an enviable record 


for DEPENDABLE SERVICE. 


DEQUATE 
IRING 
\SERVES, 


\S AVE sf 


CRESCEN?) | 
INSULATED WIRE e) room Gy: ; | a ae OL || | 
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Ric-wiL CAST 
RON CONDUIT 


for Steam Lines Run 
Under Rail Traffic 


Prevent leakage and loss in your 
am lines, keep them tight, dry and 
> + efficient with a Ric-wiL Cast 
m System, insulated with genuine 
y-paC: Waterproof Asbestos. This 
ong cast iron system, with ribbed 
nforced sections, can be laid un- 

rail traffic with assurance of 
@manent stability. Its load carry- 
ry capacity has been fully demon- 
ated in many installations for 
blic utilities. It meets railway 
ecification requirements. Fur- 
shed with either heavy tile drain 
cast iron drain. 


Ric-wiL also makes Standard Tile and 
SuperTile Conduit Systems. Write for 
complete catalog and test data. 


HE RIC-WIL COMPANY 


b2 Union Commerce Bldg. Cleveland, Ohio 
w York Chicago CONDUIT SYSTEMS FOR 


AGENTS IN PRINCIPAL CITIES UNDERGROUND STEAM PIPES 
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P. U. R. DIGEST 


CUMULATIVE 


A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
United States Circuit Courts inesiiine 
of Appeals 

COVERING United States District Courts ALPHABETICAL 
FIFTY YEARS State Courts CLASSIFICATION 

Federal Regulatory OF SUBJECTS 

AN EXHAUSTIVE S Commissions ee sedans aaeaniae 
suaves ae tate Regulatory Commissions 


Insular and Territorial Regu- 
THE LAW latory Commissions A GREAT SERVICE 


A SHORT CUT 














WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building, Washington, D. C. 
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We salute you—you who toil in 
trick-studded fields, who thread 
continent with transmission lines! 
bu who man the nation’s manufac- 
red gas plants, your co-workers who 
rfiorm miracles by providing flawless 
stribution to a gas hungry nation! 
ateful millions will acclaim your 
lumph at the New York World's 
ir. At the ‘Court of Flame”, those 
bu serve so nobly and so well will oes 
ddenly realize what miracles gas 4 4 
s performed and that the gas world , 
their world; that to your tireless 

y, constantly furthering the indus- 


“a8 a8 


al and domestic usage of gas, they ‘ goes . ita ie 
we much that will make life more © NY.W.F. 


joyabl d ductive in thei 
nld of tomorrow! Men of a mighty AT THE NEW YORK WORLD’S FAIR 


dustry, we salute you! 


Throughout the distribution system serving the 
New York World's Fair, Nordstrom Lubricated 
Plug Valves are used 100%. The District 
NTTSBURGH EQUITABLE METER COMPANY Governors are EMCO Low Pressure Balanced 

MERCO NORDSTROM VALVE CO. Valve rpg os ad, of pgs Po 
ascry Tusa vosameries. Wlaun Offices - PITTSBURGH, PA. mturms oantano wouston metered by o. 414 and No. 5 Pre: 
iapinacsapganet Steel Meters. This modern equipment is readily 
accessible for gas men to view while visiting 
the World's Fair. 


EMCO recutarons * NORDSTROM ius vaives f 
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PROFESSIONAL DIRECTORY 


appraisals, valuations, special reports, investigations, design and construction. « 











® This page is reserved for engineers and engineering concems especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 





THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS e« WALUATIONS e REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO + MILWAUKEE - NEW YORK + WASHINGTON ~ And Other Principal Cities 











oesicx FOL, Bacon « Davis, anc. xx cases 


CONSTRUCTION £ APPRAISALS 
OPERATING COSTS ngineers INTANGIBLES 
VALUATIONS AND REPORTS 
CHICAGO PHILADELPHIA NEW YORK LOS ANGELES WASHINGTON 











J. H. MANNING & COMPANY 


120 Broadway ENGINEERS Field Building 


New York Chicago 
Business Studies Financing Valuations 
New Projects Purchase—Sales Reorganizations 
Consulting Engineering Management Mergers 


Public Utility Affairs including Integration 











SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 

















BLACK & VEATCH EARL L. CARTER 
CONSULTING ENGINEERS Consulting Engineer 
Apertinge: Seretigstions ents RISENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
struction of Public Utility Properties PUBLIC UTILITY 


VALUATIONS AND REPORTS 


BROADWAY KANSAS CITY, MO. 814 Electric Building 











Indianapolis, Ind. 
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CHENEY AND FOSTER 


Engineers and Utility Consultants 


61 BROADWAY NEW YORK 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 

in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








Francis 8. HABERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 SOUTH MICHIGAN AVENUE, CHICAGO 


SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 








JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 





J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


303 East Berry St. Fort Wayne, Indiana 
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E review magazine of current opinion 
and news relating to public utilities. 
Conducted as an open forum for the 
frank discussion of both sides of contro- 
versial questions — economic, legal and 
financial; also gives trends in the present- 
day control of these companies—govern- 
mental competition — state and Federal 
regulation. 


{ Issued every other Thursday—26 num- 
bers a year—annual subscription $15.00. 


{ The only magazine furnishing current 
and vital information on all subjects in- 
volving the financing, operation, and 
management of public utilities under gov- 
ernmental regulation and competition. 


q A magazine of unusual value and cur- 
rent stimulation to all persons holding 
positions with, or having a financial in- 
interest in, public utilities. 


Published by 





PUBLIC UTILITIES REPORTS, INC. - - 1038 Munsey Bldg., Washington, D. C. 
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Winning Full Use 


HIS is the ideal time for you to reach your cus- 

tomers—while théy’re still looking over plats 
for a new home—because they’re looking for ideas. 
It’s your opportunity .to ‘sell ‘them: the “‘a//-e/ec- 
tric’ idea, to ‘start them off as full use customers 
of electricity. 


What: would you tell them? Probably the very 
thing that was told to.a half-million people plan- 
ning to build or modernize their homes. last year— 
told to them’ while they still had time, to write 
*‘complete electrification” into their plans. And 
told by a General«Electric agency :dévotéd’to the 
‘promotion of,e/ectrical liging: 


Wouldn’t you tell them about the double wonder 
of keeping house the electrical way? That it not 
only takes. the drudgery out of housekeeping, but 
that it also provides ‘complete eléctric service at 
sbargain rates. That, in most territories, ten dollars 
Pays about twenty- five times as much electticity as 
‘one dollar buys, and that the one way to get into 
he bargain oak is to let electricity work full 
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That was sid major part of the story which the 
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Customers 


G-E Home Bureau, through its recently co 
Home Building Conté8t}itold.directly to half 
lion “people, indirectly .to millions more/ 
$20,000 in’pfizes to attract interest, the G-E 
Bureau\.spread, in “newspapers throughou 
country, the story of electrical housekeeping 
teen national magazinésdeyoted more than) 
pages to featuring*homes of the entrants. A 
the minds of millions of people, some of whg 
planning homes right now, the desire for @ 
pletely electrified homé was planted. 


Influencing youf Ctistomerts at such a time] 
you revenue—not just from’ electric refrigé 
or cooking, but from e/ectrical living, It hastet 
day when you will Humber most of your cust 
athong the full users. of your services—not fi 
ting, too, that thoséwho use the most elect 
are the ones who best appreciate its worth. 


In this work, which has as one of its results’ 
crease in the demandfor your service, we hop} 
will see another of the returns you get—in -dqm 
to the product you purchase—when you plac 
orders with*General Electtic. 
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